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A note of optimism might seem unexpected at the end of one of the most
challenging years our tourism industry has ever experienced. Yet thanks to the
strong, V-shaped rebound that followed the Severe Acute Respiratory Syndrome
(Sars) crisis of the second quarter of 2003, it is the year's many achievements that

now overshadow the difficulties.

Little more than two months after the outbreak was declared at an end, Hong Kong
recorded its best August arrivals total on record, going on to celebrate outright
monthly records in both October and December. As a result, Hong Kong welcomed
[5.54 million arrivals in 2003, a remarkable achievement considering the 2.34 million

shortfall between April and July,and just 6.2% lower than the record set in 2002.

Although devastating, the crisis also taught us some valuable lessons. It underlined
the key role played by tourism as a pillar of the Hong Kong economy, and the rapid
return to growth could not have been achieved without unprecedented co-
operation between Government, the industry and the community. This teamwork
was instrumental in the reinvigoration of Hong Kong tourism in the second half of
2003, and it will continue to be essential in coming years as the city reaffirms its

position among the world's leading destinations.

Of course, Sars was only one of a number of negative factors to affect world
tourism in 2003. Conflict, terrorism and economic instability all took their toll,
and many leading tourism destinations registered drops in arrivals. However, a
mid-year rebound that has continued well into 2004 indicates a return to real

growth.

A key driver of the upsurge in arrivals to Hong Kong was Mainland China,
where the ongoing relaxation in travel restrictions and an unquenchable
demand for outbound travel continue to offer extraordinary opportunities for
our tourism industry. Mainland visitors to Hong Kong in 2003 numbered
almost 8.47 million, a remarkable 24.1% increase on the previous year, while
first-half growth in 2004 was almost double that for the same period in 2002.
Given continued recovery across world markets during 2004, Hong Kong
should also benefit from the renewed overseas demand for travel to the
Mainland, through its roles as the premier gateway to China and the region's

leading aviation hub.
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Golden Bauhinia Square is a popular attraction among Mainland visitors
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Business visitors accounted for more than 30% of overnight arrivals in 2003
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The Revitalising Asian Tourism conference underlined Hong Kong's role as
the Events Capital of Asia
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Indeed, our tourism industry derives a broad range of advantages from Hong Kong's relationship with
the Mainland. In addition to the creation of the Pan-Pearl River Delta (or "9 plus 2") grouping in June
2004, in which the nine provinces in the region, plus Hong Kong and Macau, agree to co-operate in 10
areas of activity, including tourism and transport, we also benefit considerably from the Individual Visit
Scheme (IVS). This now permits individual travel to more than 158 million citizens residing in
Guangdong province and || of the Mainland's most prosperous cities. These and other mechanisms
enable the Hong Kong Tourism Board (HKTB) to position Hong Kong as the "must-stop" destination,

both for outbound Mainland travellers and inbound travellers from overseas — truly a "win-win" situation.

However, as the objective of maintaining a balanced portfolio of visitors from all major markets and
demographic segments remains a cornerstone of the HKTB's strategies and activities, | am gratified
to be able to report that by mid-2004, arrivals from the majority of major source markets had
returned to pre-Sars levels. This positive trend reflects the HKTB's strenuous efforts to rebuild

confidence in Hong Kong and re-establish its reputation as a leading international destination.

The HKTB also targets high-yield and high-potential global market segments, including business travellers,
convention and exhibition visitors, corporate meetings and incentive travel, families and cruise passengers. Business
travellers, for example, not only reliably account for more than 30% of Hong Kong's total overnight visitors, but
also spend significantly more than the average. Families, too, are increasingly targeted for their high potential,
and an even greater return on investment is expected once such major additions to our tourism infrastructure

as Hong Kong Disneyland and the Tung Chung Cable Car open from the second half of 2005 onwards.

Also opening at this time is AsiaVWorld-Expo, a major venue adjacent to Hong Kong International
Airport, which will attract more high-profile events to Hong Kong, cementing its reputation as the
Events Capital of Asia and a world-class centre for conferences, exhibitions and meetings. As for the
cruise segment, the HKTB is leveraging on existing ship calls, Hong Kong's magnificent harbour, and

its role as a regional hub to position the city as Asia's leading cruise port.

Looking further to the future, the HKTB will capitalise on the regional trend towards multiple short-break
trips, a pattern encouraged by increased affluence and leisure time. Our Mega Events programme and
activities in regional markets are designed to encourage repeat visits and maintain top-of-mind awareness
for Hong Kong over competing destinations. Mirroring this trend in long-haul markets is a growing
preference for multi-destination travel,and the HKTB is co-operating with complementary destinations to
develop packages and itineraries anchored on Hong Kong. Further opportunities should arise from new

air services that position Hong Kong as the preferred stopover between Europe and Australasia.

Other exciting new opportunities will undoubtedly arise, yet these will equally be available to our
competitors. Low-cost airlines, for example, will make overseas travel affordable to thousands of
consumers, but may also by-pass regional hubs completely — as may also be the case with ultra-long-
haul flights. And in a world where vacation choices are increasingly determined by fashion, Hong

Kong will face constant challenges from "hot" new destinations.
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The multimedia Strato-Fantasia show was a highlight of the Hong Kong
Welcomes You! promotion
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The International Chinese New Year Night Parade brought revelries to the
streets of Tsim Sha Tsui
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The Mid-Autumn Lantern Celebration was based around one of Hong Kong's
most popular festivals
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We must respond to these challenges by investing in new attractions and infrastructure, preserving
our heritage and traditions, and developing and maintaining leading standards for our hospitality
industry. We must ensure that Hong Kong surpasses the expectations of all visitors, and guarantee

the impeccable standards of service that are required from one of the world's premier destinations.

To that end, the HKTB recently made significant enhancements to its Quality Tourism Services (QTS)
scheme, tightening entry requirements and the monitoring of participating merchants, and
strengthening complaints-handling procedures, with the aim of further assuring visitor confidence.
The Government-funded and HKTB-managed Tourism Orientation Programme (TOP) also continues
to significantly enhance our hospitality culture, while simultaneously creating a new generation of

tourism professionals to lead the industry's future growth.

Earlier | mentioned the unprecedented co-operation between Government, the private sector and
the community, which enabled Hong Kong to emerge from last year's crisis stronger and more united
behind its tourism industry than ever. Indeed, as the majority of key source markets have now
returned to growth, Hong Kong is in an even more advantageous position to build on the
opportunities created by the positive global and regional environment, and the city's wealth of new

tourism infrastructure.

The Hong Kong Tourism Board will continue to work responsively, innovatively and flexibly, while
maximising opportunity, minimising risk and preparing for all contingencies — an essential modus
operandi if Hong Kong is to achieve its projected goal of joining the ranks of the world's top five
tourism destinations. This is no easy objective, but given the widespread support for tourism and for
our efforts to spread the culture of hospitality throughout the community, | believe that it is not only
attainable, but that we are poised to embark on what will prove to be the most challenging, exciting

and rewarding era ever experienced by our tourism industry.

In spite of the challenges and the setbacks of 2003, | am proud to be able to reflect on our
achievements with considerable satisfaction. In doing so, | wish to acknowledge the Government's
steadfast support for Hong Kong's tourism industry, and the magnificent spirit of co-operation shown
by our industry partners. My appreciation also goes out to fellow Members of the Board, for their
wise counsel, vision and guidance. And, as ever, my thanks go to the staff of the HKTB, in Hong Kong
and overseas, for their unwavering efforts and their outstanding commitment, not only to revive our
tourism industry from the doldrums of our adversity, but also to maintain our position as a leading

destination in Asia and in the world.

The Hon Mrs Selina Chow GBs oBE Jp

Chairman
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Top Hong Kong chefs vied for the honours in the 3rd annual Best of the

Best Culinary Awards
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Enhancements to the HKTB's Quality Tourism Services (QTS) scheme
were announced in December 2003
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The Tourism Orientation Programme (TOP) raises hospitality standards
while training front-line tourism staff
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