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Mainland China continued to perform well, with the Individual Visit Scheme (IVS)
boosting visitor numbers. The HKTB successfully targeted different regions and
segments, and continued to stimulate the desire to make repeat visits or to

extend an existing stay.
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Arrivals from Mainland China grew 44.6% in 2004, taking the annual
total to 12.25 million, the first time this has passed 10 million. This total
included the record 1,238,091 visitors in August, which was also one of
six months in which Mainland arrivals exceeded one million. Some 4.26
million Mainland visitors in 2004 — 34.8% of the annual total — arrived in
Hong Kong as independent travellers under the Individual Visit Scheme
(IVS), which was progressively extended throughout 2004/05.

Segment marketing

The HKTB continued to focus on sustaining motivation to visit Hong Kong
among specific market segments, including young married couples with
children and older couples whose children have left home. The
geographic focus with these segments is the Pearl River Delta, the
Yangtze River Delta and the Bohai Rim, along with other key cities
including Chengdu, Fuzhou, Tianjin, Wuhan and Xiamen. The HKTB is
also looking to grow the young office ladies segment in the Pearl River
Delta and Yangtze River Delta. Good progress was made during the year
with the business segment, encouraging business travellers to extend
their stays and to bring companions.

During the year, the HKTB conducted a China outbound travel research
study to identify the major source regions and consumer segments as a
means to developing appropriate marketing strategies for the Mainland.
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The HKTB continued to reinforce Hong Kong's appeal as a “must-visit”

destination by building on the Hong Kong — Live it, Love it! marketing
platform. Specific emphasis was placed on Hong Kong’s diversity,
sophistication and cultural attractions, and the HKTB continued
promoting Mega Events, and also focused on Hong Kong’s family appeal
in the run-up to the opening of Hong Kong Disneyland. By developing
customised products with the travel trade, the HKTB has successfully
targeted different regions and segments, and continues to stimulate the
desire to make repeat visits to Hong Kong or to extend an existing stay.

The first full year of IVS

On its launch in July 2003, IVS covered four Guangdong cities and was
later extended to six more major urban centres, including Beijing and
Shanghai. It was extended to a further six cities in January 2004 and by
May covered the whole of Guangdong province. Nine more cities in
Fujian, Jiangsu and Zhejiang provinces were added to the scheme in July
and at the end of March 2005 its coverage of 34 cities embraced a
potential outbound population of 170 million.

Mainland China is not just a source of vacation visitors, as the growth of
commercial links with Hong Kong is also stimulating business travel. The
Closer Economic Partnership Arrangement (CEPA), for example, has
clearly contributed to the increase in the volume and frequency of
business travellers across the boundary with Mainland China.

The more liberal policy on Chinese citizens travelling overseas was
bolstered by increased wealth among middle-income groups, which is
stimulating outbound tourism. The establishment of the Pan-Pearl River
Delta (PPRD) co-operation agreement in early 2004 is also opening up
new possibilities. The Mainland provinces involved in the PPRD, stretching
from Yunnan and Sichuan in the west to Fujian in the east, are
participating in joint marketing with Hong Kong and Macau with a focus
on both inbound and outbound tourism. The PPRD is already speeding up
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<« The HKTB opens a Guangzhou office, its third in the
- Mainland, in 2004
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P> Representatives of
Mainland media
visit popular
attractions during
a familiarisation
trip to Hong Kong
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development of the outbound market in the provinces concerned.

Another factor stimulating demand is the trend towards same-day

consumption visits to Hong Kong from Guangdong province, while
weekend trips continue to remain popular.

High spending of same-day visitors

There was an increase in overall destination consumption expenditure by
overnight Mainland visitors to HK$33.9 billion, although per capita
spending for this market fell to HK$4,355 in 2004. This was due to the
radically different behaviour patterns among IVS visitors.

Indeed, among same-day arrivals, Mainland visitors contributed the
highest per capita spending, an average of HK$1,043. Many IVS travellers
took the opportunity to visit Hong Kong just for shopping sprees or
entertainment, whereas non-IVS same-day travellers may come for a
variety of reasons, including stopovers en route to or from another
destination. These IVS same-day visitors have effectively created a new
category of arrivals that can be termed “consumption visits”. This
maximises overall returns for Hong Kong, benefiting the travel trade
and many related services. It provides Hong Kong with an expanded
visitor base without placing excessive demand on tourism infrastructure,
such as hotels.

Promotions to FITs

The HKTB team in Mainland China implemented a range of promotions
during the year. These targeted free independent travellers (FITs), families
and business travellers, and also focused on the new opportunities to
travel that resulted from the extension of the IVS. A comprehensive trade
outreach programme and media briefings with a focus on cities within
the IVS catchment area were also conducted.

Visitors travelling to Hong Kong under the IVS make up a large portion of
the FIT category, although FITs also include visitors on business visas and
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A A family travel promotion in the Mainland
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those with permits to visit relatives. The HKTB was active in stimulating
demand across the entire FIT sector. In Fujian, for example, one of a
number of cities incorporated into the IVS in July, the HKTB targeted FITs
by placing a co-operative advert with travel agents in four major local
newspapers with a combined readership of more than 500,000.
Roadshows also publicised IVS travel in the provinces of Jiangsu and
Zhejiang, covering the five cities of Nanjing, Wuxi, Suzhou, Hangzhou
and Ningbo, and this initiative helped 20 travel agents to sell more than
3,000 packages to Hong Kong between December and January.

Still aimed at FITs, an SMS promotion sent 1.6 million promotional
messages to mobile-phone users in Guangdong. Many promotional
efforts achieved high-value publicity when converted into monetary
terms. For example, the HKTB facilitated a five-episode programme on
individual travel to Hong Kong that appeared on CCTV 12. With a total
duration of 100 minutes, it was broadcast in three separate timeslots —
which is equivalent to HK$ 13 million-worth of TV advertising. A 55-
minute programme that appeared three times on Dragon TV reached a
population of 300 million and achieved an estimated publicity value of
HK$5.4 million.

To support the promotion work targeting FITs, there were many trade
familiarisation visits, too, along with media and trade briefings. Trade
visits included 24 members of Guangzhou Tourism Bureau working in
outbound travel, who came to Hong Kong to familiarise themselves with
the key sights, and a further 11 key members of the trade specialising in
incentive travel, who visited Hong Kong to learn more about conference
and exhibition venues. Media and trade activity included briefings in
Guangdong in the cities of Shaoguan, Heyuan, Shanwei and Jieyang for
over 20 journalists and 30 travel trade professionals. More than 30
journalists also attended the HKTB’s 2004 Hong Kong WinterFest
presentation in Guangzhou in November.
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A The | Love Bauhinia promotion targets families with children in the Mainland
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» The memorandum of
understanding between the HKTB
and China UnionPay Co Ltd in
2004 is aimed at stimulating
spending by Mainland visitors
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In a highly productive joint promotion, the HKTB and China UnionPay
(CUP) Co Ltd showcased Hong Kong as the first city outside Mainland
China where the CUP cards can be used. By marketing Hong Kong as the
premier travel destination to the CUP card customer base, the HKTB aims
to offer more business opportunities for Hong Kong’s tourism-related
sectors, including travel, retail and catering, as well as a new business
platform for Hong Kong's banking industry. Mainland visitors were able
to use their CUP cards in Hong Kong starting January 2004 and the first
co-operative promotional initiative came in the run-up to the National
Day Golden Week in October. China UnionPay encouraged spending in
Hong Kong by staging a promotion offering 6,000 prizes, with publicity
efforts augmented by travel agencies in Shanghai, Beijing and
Guangzhou, and supplemented by advertising on radio and the Internet.
Both the HKTB and China UnionPay promoted the Quality Tourism
Services (QTS) scheme under their joint promotions.

Targeting families and business travellers

Several initiatives were used to target the family segment in the
Mainland. The | Love Bauhinia promotion, for example, was a major
success, reaching seven million families nationwide and achieving
publicity worth HK$3 million. The HKTB also worked with the Children’s
Palace network of activity centres to organise a summer camp in Beijing
as a way of promoting Hong Kong'’s family-oriented attractions to
children. The Hong Kong Family Fun Guide was also distributed to 90,000
students and their families in Beijing, Shanghai, Guangzhou, Hangzhou,
Nanjing and Fuzhou. A roadshow visited more than 300 schools, while
the Guangzhou Dong Shang District Student Ambassador Programme
promoted Hong Kong to 36,000 students and distributed an additional
30,000 copies of the Hong Kong Family Fun Guide. The Lingnan Shao
Nian Bao ran a full-page story on the experiences of students who visited
Hong Kong as a result of these promotional initiatives.
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<« Print advertising targets visitors from Mainland cities new to the IVS (left), as well as
Mega Events (below)
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The HKTB explored a variety of channels to ensure it reached business
travellers effectively. For example, it worked closely with travel agents
supplying corporate clients and also targeted multinational companies
with regional offices in Beijing and Shanghai. It also distributed visitor
information on Hong Kong, including shopping and dining tips to
delegates attending the Canton Fair in April and October. The HKTB took
out a full-page advertisement in the official guide to the exhibition and
ran a direct-mail shot to all exhibitors. A total of 12,000 direct-mail shots
went to exhibitors based in major cities, such as Beijing, Shanghai,
Zhejiang and Fujian.

Initiatives targeting the travel trade in the context of business travel
included a mission to Beijing in October for 20 ticketing agencies and 25
tour agencies active in incentive travel. The HKTB also organised a
presentation in Guangzhou for 21 corporations to promote Hong Kong
as a preferred destination for incentive travel, meetings and conferences.

Working with the travel trade

The HKTB's promotional activities to the travel trade were as busy as ever,
with specific initiatives in major cities. In Dalian, for example, it worked
with travel agents to drive around 3,000 packages to Hong Kong. A trade
outreach programme in Beijing and Tianjin helped boost arrivals during
the 2004 Hong Kong WinterFest by increasing the variety of packages
offered. At the China International Travel Mart (CITM) in Shanghai, a total
of 26 Hong Kong travel-related businesses exhibited at the HKTB pavilion.
The HKTB also participated in the Guangzhou International Trade Fair
(GITF), which was attended by 3,600 travel trade businesses and buyers.
In October, a mission to Tianjin promoted the 2004 Hong Kong
WinterFest to 10 key agencies and airlines.
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The HKTB promoted the Quality Tourism Services (QTS) scheme in 24
major cities and other locations to emphasise its commitment to ensuring
high standards of service and quality in shops and restaurants, and to
show how this benefits visitors to Hong Kong.

Building television coverage

The nine-episode TV series entitled Hong Kong — Through the Eyes of
Celebrities and featuring 11 Hong Kong and Mainland personalities was
devised to promote the diverse and sophisticated attractions of Hong
Kong to a wide audience. The cast included (in order of appearance in
the programme) Hong Kong Tourism Ambassador Jackie Chan, Fu
Mingxia, Andy Lau, Miriam Yeung, He Jiong, Jiang Qingin, Li Yifei, Gigi
Leung, Ren Quan, Karen Mok and Ding Lei. The series, which was
screened in late 2005, offered advice to ensure that Mainland audiences
were made aware of the huge range of experiences Hong Kong offers.

Fostering closer links with the Mainland

The HKTB continued to build relationships with the tourism industry
across the border. At the beginning of 2004, it participated in joint trade
missions with Guangdong Provincial Tourism Administration and eight
other provincial tourist offices to promote inbound tourism to the Pan-
Pearl River Delta region from India, Malaysia, Japan, Canada and other
markets. In May, it opened an office in Guangzhou to step up
collaboration with the travel trade in the South China region. Guangzhou
complements the HKTB's existing offices in Beijing and Shanghai, and
facilitates increased publicity for Hong Kong throughout the Mainland,
reinforcing the city’s position as both a primary and stopover destination
among Mainland visitors.
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<« Hong Kong - Through the Eyes of Celebrities brought the power
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A The HKTB gives a personal welcome to 200 individual visitors from Beijing
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Turning its attention from Guangzhou to Beijing, the HKTB welcomed
200 individual visitors from Beijing at Hong Kong International Airport in
September. This initiative was part of the 1,000 Beijing Individual Visitors
to Hong Kong consumer promotion jointly organised by the HKTB and
Beijing Tourism Administration (BTA). Following the extension of the IVS
to Beijing in September 2003, the HKTB continued strengthening its
partnership with the BTA.

It also maintained close contacts with the Zhejiang Tourism Bureau,
signing a Memorandum of Understanding to further promote tourism
and leverage on each other’s attractions. In addition, a meeting with the
China National Tourism Administration and the Macau Government
Tourist Office was held to exchange views on joint promotional strategies
in the run-up to the 2008 Beijing Olympics.

Outlook

Travel from Mainland China is likely to continue growing, especially in
view of the further extension of the IVS. However, not only Hong Kong
stands to benefit from the growing demand for outbound travel in
Mainland China, but our competitors are also taking advantage of the
new opportunities to travel enjoyed by Mainland residents, as well as
the growing number of direct flights that will dilute Hong Kong’s
position as the gateway to China. The HKTB is responding to
competitors through a variety of initiatives. These include stepping up
promotional activities in high-yield and high-potential cities, developing
new packages designed to highlight Hong Kong'’s diversity and broaden
interest beyond shopping and dining. The HKTB is also leveraging on
Hong Kong'’s new attractions and partnering with countries such as
Thailand to stimulate multi-destination travel.
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In Taiwan, Hong Kong'’s second largest source market, the HKTB targeted a wide
range of visitors during the year, with special emphasis on positioning Hong Kong
as a stylish destination offering a broad range of attractions. Good progress was
also made in promoting Hong Kong as the ideal destination for incentive trips for

employees, a move that is likely to build business travel.
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Despite relatively slower growth during 2004, which left the 2,074,795
arrivals below pre-Sars levels, Taiwan remained Hong Kong’s second largest
source of visitors. Encouragingly, though, December saw monthly arrivals
return to real growth at 183,527 — up 5.6% — for the first time since June,
with the HKTB's extensive promotion of the 2004 Hong Kong WinterFest
helping to drive travel to the city. Leisure traffic steadily increased in the
second half of the year and this is now offsetting the decline in same-day
in-town business visitors. The direct ferry services from SkyPier to Pearl
River Delta destinations have reduced the number of visitors registered as
arriving from Taiwan, as they are now treated as transit passengers. The
arrivals figures from this market, therefore, are now a truer indication of
travellers visiting Hong Kong for a specific purpose, be it work or pleasure.

Segment marketing

The HKTB worked hard on broadening Hong Kong’s appeal beyond
shopping and dining. In Taipei, young office men and women remained an
important market segment, as well as families with young children, while
some promotions in Kaohsiung were aimed at converting domestic
travellers into outbound tourists. In the business segment, the HKTB
continued to encourage business travellers to bring companions and enjoy
extended stays. It also strengthened Hong Kong’s position in the MICE
market as the ideal destination for incentive trips for employees.
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<« The Peak Tram (left), Murray House at Stanley (below middle) and the Star Ferry
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Romancing Hong Kong

Among many successful initiatives carried out during the year, the
Romancing Hong Kong campaign raised Hong Kong’s profile as a city for
lovers, using online marketing that included a poll to identify the top 10
romantic spots. To support the campaign, feature stories appeared in the
United Daily News and China Times Weekly, while the China Times
published 20,000 copies of a Romance Hong Kong guidebook, and Sanli
TV ran a series of six programmes on Hong Kong's appeal as a romantic
destination. The publicity generated in April and May 2004 alone was
worth an estimated HK$3 million in advertising terms.

Co-operative promotions bring success

The HKTB continued to work with major airlines’ key wholesalers to
promote leisure travel during winter and summer, and to use tactical
advertising to promote Hong Kong meeting packages and integral tours.
For example, Mega Events like the Hong Kong Shopping Festival and
Hong Kong WinterFest were featured in tactical advertising and
co-operative promotion campaigns. Another campaign focused on
promoting travel to Hong Kong for Chinese New Year. Including
advertising on Taipei’s MRT system, and supported by media
familiarisation trips, this emphasised Hong Kong’s unigue Chinese New
Year experience and reached an audience of over two million.

The HKTB promoted the Mamma Mia! musical in Hong Kong through a
series of integrated marketing activities that included co-operative
advertising with Cathay Pacific and five prominent travel agents. The
launch press conference attracted more than 50 media representatives
and was followed by four media familiarisation trips. Between June and
early August 2004, the advertising value of the publicity generated
exceeded HK$4 million and travel agents sold more than 3,000 packages
to Hong Kong.
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(below right) are among the top 10 romantic spots identified by Taiwan visitors
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V¥ A Romancing Hong Kong tour group from Taiwan visits the city
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A The Taiwan team, including TV personality A Ya, takes top
honours in the 2004 Hong Kong Shopper of the Year contest
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Hong Kong'’s appeal to the MICE sector 23 RERRBHES D

Figures show that more than 77,000 overnight travellers from Taiwan HIRET - 2004F - HRERABLEEE R
visited Hong Kong in 2004 to take part in MICE events. The HKTB B RE RS BRI FERT77,000A
continues to emphasise Hong Kong’s attractiveness as a safe and cost- Ko RN IREDEEEEZSE - EEMNRE
effective events destination, and works with the media in this regard. An HEEBARERE - & T4/ 5 = ki
editorial campaign in business magazines detailed some of the specific B - RIETEEMETIEER  FFENED
benefits Hong Kong offers to companies. The HKTB deployed a new ERBEBRITEFRGH NS - URRIE
database identifying the top 500 corporate accounts in Taiwan and PHERE - HERES0ETEREERR -
conducted an island-wide series of 10 MICE seminars for the travel trade WIE B EE R ke 3 R R b EMIBR D055
and corporate end users. An Imagine Hong Kong familiarisation trip in g BRERERRENNE - 20045
November 2004 brought representatives from 30 major potential 1A " 30REBERBRITEESHAI P EA2
corporate accounts to Hong Kong so that they could see for themselves MEE - BREIZIZRE - BHBREEN
how well the city meets the needs of the MICE market. WG EEE  BERERKRETSHNGEE -
Outlook RE

Consumer confidence is increasing in Taiwan, thanks to an improving PEELEETNE KEXTR 880 EE
economy and reduced unemployment. The launch of the Avenue of Stars BLEELEA - [RXREINHEDL - I LEEE
and the opening of Hong Kong Disneyland have certainly enhanced BTERERE  HEMRSAEEEELHAR
product awareness in Taiwan. In the absence of any political uncertainty, BIREEMORA - ERENBUEEET « &
these positive factors will aid travel from Taiwan to Hong Kong, though LIFHAREENESEL R ERENE - A
there are strong competitive pressures from Japan as well as South Korea, i REAARKREENZEFEERZ - BEE
with the latter having seen a significant increase in air capacity. While the INEE G INMITEGL - IREBEUERTES
HKTB will continue to promote Hong Kong on an island-wide basis, there EBEMEE - ERAP ReEEME ST
is strong potential to build visitor numbers from the secondary cities of ENERXR - RERBING R INRHERE -

Taichung and Kaohsiung.
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The Hong Kong Shinhakken campaign was the highlight of the HKTB’s marketing and
promotional activities in Japan during the year. This highly successful integrated campaign
helped to re-invigorate interest in Hong Kong. In South Korea’s rapidly growing outbound
market, Hong Kong has become one of the most popular destinations for travellers on
weekend breaks following the introduction of the five-day working week.
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North Asia
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Arrivals from North Asia saw 34.8% growth over the year to 1,665,440.
Arrivals from Japan (1,126,250, up 29.9%) grew slowly in the early part
of the year but gained momentum following the HKTB's launch in May of
a booster campaign called Hong Kong Shinhakken (Finding the New
Hong Kong), which highlighted some of the city’s lesser-known “hidden
treasures”. South Korea's excellent performance (539,190, up 46.4%)
broke a record dating back to 1996. This was aided by the strong South
Korean currency and the increasing uptake of the five-day working week
introduced in 2004. In December, monthly arrivals from North Asia
reached their highest of the year at 174,770, up 34.3%.

The focus in Japan was on young office ladies and middle-aged couples.
In South Korea, one of Hong Kong’s fastest-growing markets, the HKTB is
looking to grow demand among young office ladies, while sustaining
visitor levels from families with young children and exploring the potential
among middle-aged couples and young students.

Japanese visitors find the new Hong Kong

The HKTB’s marketing focus in Japan was on Tokyo and surrounding
provinces, the Osaka/Kansai region, as well as regional markets served by
direct and chartered flights, such as Sapporo, Nagoya, Fukuoka

and Sendai.

The Hong Kong Shinhakken campaign succeeded in rejuvenating Hong

Kong’s appeal and broadening it so that it stands for more than simply
shopping and dining in the mind of the Japanese visitor. The programme
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¥ Special Hong Kong Shinhakken TV coverage features unique aspects of
Hong Kong, including green attractions (left) and local culinary culture (right)
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also helped to reassure Japanese consumers in the aftermath of Sars and
underlined the importance of Hong Kong for Japan’s travel industry.

This was a major integrated campaign comprising a number of
components. It included a joint trade and media familiarisation trip in
May with 115 travel agents and five media guests, with the support of
Cathay Pacific, the Hong Kong Japanese Tour Operators’ Association, and
the Japan Association of Travel Agents (JATA). After the familiarisation
tour, a Hong Kong Shinhakken guide book was produced to provide
guidance for tour planning. Some 3,000 copies were distributed to tour
planners around Japan, leading to the creation of an estimated 50
packages to Hong Kong, with 20,000 bookings. To increase the visibility
of the Hong Kong Shinhakken concept among the trade, a special logo
was also created.

A variety of PR and marketing initiatives were rolled out between April and
June, targeting newspapers, TV and radio. On TV Tokyo, for example, weekly
five-minute infomercials focusing on lesser-known aspects of Hong Kong
were broadcast for 13 weeks. The HKTB recruited “tour monitors” from the
public and invited them to Hong Kong to explore for themselves the
recommendations made by the infomercials, with an ancillary PR programme
publicising the results of the visits targeting the travel trade and media.

An additional 90-minute programme featuring two well-known Japanese
TV celebrities also highlighted seldom-visited parts of Hong Kong.
Besides, radio stations, such as J-Wave, FM802 Osaka and FM Fukuoka,
as well as Yomiuri, Japan’s leading daily newspaper in terms of
circulation, featured Hong Kong’s hidden treasures.

The HKTB teamed up with four airlines — Cathay Pacific, Japan Airlines,
Dragonair and All Nippon Airways — to run Hong Kong Shinhakken
seminars for the trade in the five key cities of Sapporo, Tokyo, Nagoya,
Osaka and Fukuoka.
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In a further co-operative move targeting FITs and business travellers, the
same four airlines jointly launched the Hong Kong Shinhakken PEX Fare
promotion in September. Every visitor buying a PEX ticket was able to
redeem a Hong Kong Shinhakken Octopus Card to help them in their
quest to “find the new Hong Kong”.

The HKTB was also active in trade promotion, with more than 120
wholesalers and travel agents supporting Hamaru, Miryoku, Hong Kong, as
the Hong Kong — Live it, Love it! campaign is known in Japan. The trade
also received a special Hamaru, Miryoku, Hong Kong guidebook and free
cultural classes. Travel agents helped create special packages to promote
the Hong Kong Shopping Festival and Hong Kong WinterFest, and the
HKTB maintained a programme of trade seminars throughout the year.

The HKTB participated in the JATA World Travel Fair in September with a
large stand and also hosted a lunch for 800 delegates. Hong Kong was
also promoted at the Ohara Festival in Kagoshima in November and at
the Sapporo Snow Festival in February 2005. In the incentive market the
Hong Kong Rewards campaign continued, registering a total of

347 group tours and 16,519 tour participants, which represented a
healthy recovery.

Koreans rush to Hong Kong

Young office workers — especially females — remain an important target
and this sector has shown strong demand for three- and four-day
packages introduced by travel agents and airlines. The HKTB capitalised
on the introduction of the five-day working week in the knowledge that
potential visitors now have greater freedom to build holiday breaks
around a two-day weekend.

Indeed, Hong Kong has become one of the most popular destinations for
Korean travellers planning weekend breaks owing to easy accessibility,
diverse attractions, Hong Kong's image as a trendy destination, and the
power of Hong Kong’s festivals and events. This is well demonstrated in
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<« The HKTB produces Hong Kong Shinhakken
manuals for Japanese consumers (far left) and
the travel trade (left)
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A The TV drama Hong Kong Express introduces
many facets of the city to Korean viewers
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the share of South Korean outbound travel that Hong Kong is winning.
South Korean outbound grew by 26.3% in 2004 to reach record levels,
while South Korean visitors to Hong Kong grew by 46.4%, nearly twice
the overall rate. Hong Kong alone attracted more than 6% of South

Korea’s approximately eight million outbound travellers during the year.

Major consumer promotions

There were a number of successful consumer promotions. An excellent
example was the HKTB's role in facilitating the Hong Kong Express mini-
series drama on South Korea’s SBS TV that featured Hong Kong as a
backdrop to the action. As well as reaching large audiences in South Korea,
Hong Kong Express also worked as a platform for delivering a range of
tactical promotions. Coverage of the Hong Kong Express drama was worth
over HK$5 million in advertising terms. The programme was supported by
advertising and a special package sold on CJ Home Shopping Cable TV.
The HKTB printed 20,000 copies of the Drama Map guide to locations
featured in the programme, circulating the publication in June through
SURE, a shopping magazine that provided an excellent channel for
targeting young office ladies, and distributing the remainder through travel
agents and airlines. Delegates from the Korea Association of Travel Agents
(KATA) attended the press conference marking the start of filming for Hong
Kong Express. Additional initiatives included promotions with airlines and
the travel trade, an Internet promotion and a media familiarisation trip.

Other major consumer promotions included the HKTB's launch of the 60-
minute Hong Kong Special Tour show — focusing on food, culture, night-
life and tours — on Hyundai Home Shopping Cable TV. This resulted in 700
passengers booking trips during air time. Hong Kong packages were also
sold through direct mail and e-mail campaigns targeting more than

1.8 million credit cardholders at South Korea’s Good Bank. A joint
promotion of Hong Kong's Mid-Autumn Festival through a well-known
department store, as well as an Internet essay competition targeting
students nationwide, also helped to raise the city’s profile among

targeted consumers.

A A delegation from the Korea Association of Travel Agents visits Hong Kong in early 2005
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A The award-winning Magic Lamp guide in South Korea

£ 7 5 5289 (Magic Lamp) Bk 545

There were many other successful promotions, including a co-operative
newspaper advertising campaign with three online travel agencies which
targeted students and office workers. Also, a popular Magic Lamp guide
to Hong Kong was produced with the support of the HKTB. In
recognition of its promotional work generally and for publications such as
Magic Lamp, the HKTB received The Best Tourism Publication Award at
Tour Expo Daegu 2004.

Focusing on the trade

Among a variety of trade-focused initiatives was a familiarisation tour for
a KATA delegation in February 2005, following the signing in September
in Seoul of the 2004 Memorandum of Understanding to boost tourism
links. During the familiarisation tour, the Korean delegates met the cast
and visited some of the locations in Hong Kong Express, a South Korean
TV series for which the HKTB helped to facilitate filming. A joint trade
seminar with Cathay Pacific that attracted 150 travel trade professionals
resulted in new FIT packages being developed for Hong Kong. Hana
Hanwha Tourmall, a major South Korean travel agency, introduced the
three-day Airtel package promoting the Avenue of Stars.

Outlook

JATA has launched its 20 Million Project, which aims to build outbound
travel among Japanese to 20 million annually by 2007, and this initiative
will certainly benefit Hong Kong. The opening of the offshore Centrair,
Japan’s fifth round-the-clock airport near Nagoya, at the start of 2005,
will benefit business travel bound for the Pearl River Delta, with Hong
Kong a likely beneficiary. South Korea’s five-day working week will
continue to stimulate visitor numbers to Hong Kong. The continuing
strength of the South Korean economy, which is seeing decreasing
unemployment figures, a strong stock market and continuing currency
strength, should stimulate the growth in outbound tourism. Hong Kong
is well positioned in terms of the diversity of its attractions to continue
winning a robust share of South Korea's outbound market.
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<« A Hong Kong Shopping Festival
promotion in South Korea
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The HKTB’s Mega Events have a strong influence on this market. 2004 Hong Kong
WinterFest in particular helped to draw visitors, as evidenced by record arrivals in
December. Low-cost carriers are also stimulating leisure travel from short-haul
markets and there has also been strong promotional activity in the high-yield

business travel sector.
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South & Southeast Asia
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The South & Southeast Asia market showed a very healthy growth in
2004, with more than two million visitors, a 52.8% increase over 2003.
December arrivals were the region’s highest ever in a single month at
247,988, up 30.5% on the previous year, with 2004 Hong Kong
WinterFest activities proving a popular draw among family travellers.
Some highly attractive air fares and travel packages also helped increase
arrivals, especially from Singapore and the Philippines, and the growth in
low-cost carriers in the region also made a significant contribution to this
new affordability. During 2004, Singapore (463,920 arrivals, up 74.6%),
Malaysia (339,709, up 62.8%) and India (244,364, up 37.2%) all
achieved their best performance ever. Other notable performances
included Thailand (316, 910, up 70.9%) and Indonesia (232,311,

up 40.7%)

Segment marketing

The rapidly growing family and young segments remained key targets
during the year for this region. The HKTB continued to develop business
travel, which is already strong in the case of India and Singapore, with a
focus on persuading business visitors to extend their stay and, when
possible, bring family members. As a complement to this, the HKTB
cultivated growth in incentive travel by ensuring corporations and agents
are kept up-to-date concerning the benefits of bringing employees to
Hong Kong.
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Targeted consumer marketing

During the year 2004/05, the HKTB paid particular attention to two
markets, the Philippines and Thailand, with the family segment as the key
target. The HKTB leveraged on the appeal of Mega Events to target these
visitors, collaborating with the travel trade to develop attractive 2004
Hong Kong Shopping Festival and Hong Kong WinterFest packages.

In the Philippines, where there is traditionally a strong celebration during
Christmas, the HKTB mounted a vigorous promotion of the 2004 Hong
Kong WinterFest. In Thailand, a co-operative promotion with a local TV
station hosted by Thai celebrities, who represented the family and young
office ladies/young office men segments, helped to publicise the same
event. The HKTB also supported promotions of special events to address
special interest groups. The Hong Kong Buddhist Finger Relic promotion
in Thailand, for example, encouraged travel to Hong Kong to see the relic
from Famen Temple in Shaanxi that was displayed in the city in mid-2004.
The HKTB also heavily promoted the Mamma Mia! musical at the Hong
Kong Cultural Centre to consumers in the Philippines.

In the emerging Indian market, where Bollywood is always topical, a
Hong Kong in Bollywood event was held in Mumbai to showcase Hong
Kong's attractiveness as a movie location, leveraging on this to create a
business platform for the travel trade to develop Hong Kong packages.
This succeeded in raising awareness of Hong Kong in India's most
affluent city.

There was heavy promotion for the 2004 Hong Kong Shopping Festival
throughout this region, especially in the key short-haul markets of
Singapore, Malaysia, Thailand and the Philippines. With the support of
tie-in festival packages, this achieved good local publicity as well as
participation in the 2004 Hong Kong Shopper of the Year contest.
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<« Advertising on Mega Events targets
various markets in South &
Southeast Asia
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P> Capitalising on Hong
Kong’s popularity as a
Bollywood location, the
HKTB co-operates with an
Indian newspaper on a
movie guide
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Promoting the Avenue of Stars

The HKTB’s marketing activities in the region received a substantial boost
from the launch of the Avenue of Stars. A specially tailored short film on
this new attraction, including sound bites from Hong Kong stars, was
broadcast on the AXN Asia action channel to all markets in this region,
with a special India-focused edition hosted by Indian celebrity Diana
Hayden, Miss World 1997. The HKTB also worked with AXN Asia on the
production of Hong Kong Movie Odyssey, comprising two half-hour
episodes that explored Hong Kong’s role as a driving force behind the
Asian film industry. The production covered famous Hong Kong locations
featured in popular movies, such as the Peak, Tsing Ma Bridge, the Giant
Buddha on Lantau, and popular districts like Mong Kok and Tsim Sha
Tsui. The production was endorsed by Hong Kong film personalities,
including actor/director Stephen Chow, actor/director Stephen Fung,
singer/actor Ekin Cheng, singer/actress Karen Mok and other famous
industry figures, such as Andrew Lau, the director of the critically
acclaimed blockbuster movie Infernal Affairs. The programme

generated HK$14 million-worth of publicity and reached 50 million
homes across Asia.

Business travellers and the incentive market

Promotion in the high-yield business travel sector was strengthened by
encouraging business visitors to extend their stay beyond their immediate
work needs and to consider bringing their family with them. The Hong
Kong Leisure Guide for Business Travellers was distributed through a
number of corporate travel agents and selected media — such as in India
via Carlson Wagonlit and the Economic Times, and in Singapore with
Fortune Travel and Channel News Asia — to reach more than 15,000
business travellers in both markets. The HKTB also participated in Lions
Clubs International (LCI) events in Manila and Ahmedabad to promote
the 88™ LCI Convention that was held in Hong Kong in mid-2005.

A Former Miss World Diana Hayden hosts a TV show for

Indian audiences from Hong Kong
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<« The HKTB showcases Hong
Kong's MICE offerings at the
IT&CMA event in Bangkok
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<« A Southeast Asia trade familiarisation group enjoys the 2004 Hong

Kong Shopping Festival
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Strong trade collaboration

Collaboration with the trade remained strong during the year. Contract
Hong Kong was a successful trade event, bringing more than 120
participants from South and Southeast Asia to Hong Kong in July. It also
provided a buyer-meets-seller forum and updates for local market
partners.

The HKTB continued to target opportunities in incentive travel with
Imagine Hong Kong familiarisation workshops for 60 incentive planners,
with supporting booklets that outline Hong Kong'’s attractions for
companies and incentives professionals. It once again sponsored the trade
luncheon at the Incentive Travel & Conventions, Meetings Asia (IT&RCMA)
event in Bangkok, and ensured buyers were aware of Hong Kong's latest
offerings in the MICE sector.

Outlook

While specific political and security risks might affect the desire to travel,
the overall outlook in this region is positive. The HKTB will continue to
work with the trade to package trips that encourage business travellers to
bring family members or companions with them. There are also good
opportunities in Malaysia, Singapore, Thailand and the Philippines within
the young office ladies and young office men segments for individual
travel. The focus will be on shopping, dining and night-life, as well as
new attractions, such as Hong Kong Disneyland, the Ngong Ping 360
Journey of Enlightenment and Hong Kong Wetland Park.

The continued growth of low-cost carriers will benefit travel to Hong
Kong. The HKTB will capitalise on the growing connectivity provided by
low-cost carriers, especially by devising twin-promotions with other
destinations located on established low-cost carrier routes.

50 HKTB Around the World &3 BEZRNHERE TIE

RERERAE

R REBEEREATRRAE - EBIK
BEHBERED  LRRERI - HBiB120
R R A ERTA RS - AR
PR B TAMEH BB S AN
BB -

k¥ B X B R RRIRERTS - B /R60R
REERIHENR L - BERABIERE
BMI(EY - BEAKN T MEAREER
RERESZNANERE - IREBXBHX
RESASRTHN[RERENEREEH - DN
ERLREIERTES  BRERTHREE
% REREBKETENZHESD

BE
BEBARLZE2EAXRTREZERTNINEE
o BEME  MEREEEHEATISIIS
T2 NEE - k3P EERERSERTI
118 - BRI BIRE ER A S B RE o it
b FEERACE - N - FRIRIERE R
EREEREE  MFEOESHEEGRIR
EiRGE - EERPEEY ERMEAEE - LR
e E ST ELE - RIF3605 L AGH
ZIRREE R AE -

REFREREOMZELFEREAFEER 18
FERBETHREIRERY - IKEREEME
LEfZE DA FTIER MBS - Rl mE L
FUARFTRERIREEF IR AF - B NHERE—2
ZULITIZ o



This region showed the highest growth rate in 2004. While Hong Kong'’s role as a stopover
between Australasia and Europe has long been a source of visitors, the HKTB also marketed
Mega Events for the first time in 2004 to enhance the appeal of Hong Kong. This was a
marked success, with the Hong Kong Shopping Festival in particular helping to increase

visitor numbers.
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Australia, New Zealand &
South Pacific
BN~ IR E AT

Although this is the smallest of the HKTB's seven regional markets, it
showed the highest growth rate in 2004, with an increase of 57.8% to
483,247 arrivals, breaking the previous record of 425,322 that was set in
1996. Both Australia (408,940 arrivals, up 60.8%) and New Zealand
(71,742, up 48.0%) also broke their old records dating back to 2000 and
1996 respectively. Hong Kong is a popular primary destination in these
markets and a favoured stopover for travellers between Australasia and
Europe. Increased flights on these routes helped further boost traffic,
with the new daily Sydney-Hong Kong flight by Virgin Atlantic a
highlight. Favourable exchange rates also stimulated travel. In addition,
special packages and promotions built around HKTB Mega Events, such
as the 2004 Hong Kong Shopping Festival, have been extensively
marketed in this long-haul region for the first time, with great success.
December arrivals from the region were the highest on record, passing
the 50,000 mark in a single month for the first time to reach 50,689,

up 46.0%.

Segment marketing

Marketing concentrated on Australia as the primary market, with the
focus on Sydney, Melbourne and Perth. The main segments targeted
were families with children, middle-aged couples with or without
children, and seniors.
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's alwarys a good time 1o g ehopping in Hon e
Hang Kang Shepping Festhal. Fram 25 Jurs 1o 31 Aug
bargains than wver!

CLICKHERETO PLAY

PLAYIT.WINITSIEIT! 3% & N

A The HKTB collaborates with a popular
Australian web site to create a Hong Kong —
Live it, Love it! game
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Promoting the Hong Kong Shopping Festival

The overall strategy was to build Hong Kong's brand attributes of diversity
and sophistication as set out in the Hong Kong — Live it, Love it!
campaign, while maximising PR opportunities to add depth and content
to consumer communications. Activities targeting specific segments
incorporated both trade and non-trade partners and there was a strong
thread of tactical promotions around such themes as horse-racing and
the rugby sevens to target high-yield niche segments.

The 2004 Hong Kong Shopping Festival was a clear promotional focus
with a four-week nationwide campaign targeting primarily decision-
making females within established segments. A fully integrated PR and
advertising campaign was developed with ninemsn — the web site with
the largest audience in Australia — involving a local TV fashion and
lifestyle celebrity. This was complemented by a tactical co-operative
campaign with trade partners. Highlights of the promotional activities
included newspaper editorials, a Qantas in-flight “Welcome Aboard”
destination video, a news and lifestyle broadcast live from Hong Kong on
Australia’s Channel 9 Today Show, and a fashion feature and competition
in the Australian Women's Weekly magazine.

This was a distinct success that secured PR and media exposure worth an
estimated HK$23 million. Approximately 5,000 visitors booked 2004
Hong Kong Shopping Festival trips through trade partners, including
2,500 packages with Qantas Holidays. Compared to 2002, the year
before Sars, 12,000 more visitors arrived in Hong Kong during the Festival
period in 2004.

Building awareness of Hong Kong's four core strengths

There was another promotional focus on Hong Kong’s four core strengths
of shopping and dining, culture and heritage, exotic lifestyle, and the
contrasts of city, harbour and greenery. This was designed to tie in with
the launches of several new schedules from Australia to Hong Kong.
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<« A strong publicity programme is
mounted in Australia for the
Hong Kong Rugby Sevens

A Culture, heritage and outdoor attractions are actively promoted
in long-haul markets
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A partnership with News Ltd, which publishes The Australian newspaper,
provided a strong platform for advertising, editorials and a consumer
competition. The HKTB achieved double-page-spread editorials, for
example, in the travel section over four consecutive weekends, each week
promoting one of the product pillar themes. A further tie-in with Cathay
Pacific and Cathay Pacific Holidays provided tactical offers and
promotional support. This promotional work reaped success with a large
number of entries to the competition in The Australian.

The HKTB once again mounted a strong publicity programme in Australia
for the 2005 Hong Kong Sevens, the world’s premier rugby sevens
tournament.

Trade marketing initiatives included a Contract Hong Kong event for
Australia, New Zealand and the South Pacific in August.

In New Zealand, the 2004 Hong Kong Shopping Festival was a clear
promotional focus with a national PR campaign targeting female lifestyle
publications that reported the event first-hand. These included the New
Zealand Herald, the New Zealand Women'’s Weekly, Metro magazine and
the Christchurch Free Press.

Outlook

Robust economies and currencies are likely to ensure that the propensity
to travel from this region to Hong Kong remains strong in the foreseeable
future. With the introduction of two new carriers in 2004 offering
onwards flights to London, there is an increased opportunity to promote
Hong Kong as a stopover on the Kangaroo route. Hong Kong’s proximity
to Mainland China also enables it to be promoted as the gateway to
China for both leisure and business travellers.
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The Americas was Hong Kong’s leading long-haul market region in 2004.
Marketing to the US, as well as Canada, continued to focus on the appeal of Hong
Kong’s culture and heritage, with festivals playing a key role. While the majority of
visitors from this region were based in the US and Canada, there were significant

increases in arrivals from Mexico and Brazil.
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The Americas
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Among long-haul markets, The Americas regained its place as Hong
Kong’s leading market region, with a record performance of 1,399,572
arrivals in 2004, up 51.2% against 2003 and 3.9% higher than the
previous record set in 2002. Both the United States (1,051,696) and
Canada (273,925) also broke their 2002 record high totals. Solid
promotional activities and co-operative programmes with trade and
media partners helped keep Hong Kong high in the minds of US
travellers. American consumer spending was bolstered by low interest
rates, tax cuts and rising property prices, while a positive factor in the
Canadian market was the strong value of the Canadian dollar. December
is generally a quieter month for visitors to Hong Kong from The Americas,
but 2004 saw encouraging growth of 24.5% to 121,073 arrivals.

Segment marketing

The overall strategy for this long-haul market was to prioritise middle-
aged couples with or without children, through brand and lifestyle PR and
marketing. Promotional campaigns aimed at business travellers were also
launched during 2004. As always, there was a strong focus on promoting
Hong Kong's rich heritage, especially in the US, and emphasising how the
city offers a variety of cultural activities and experiences. In both the US
and Canada, the HKTB continued to target demand among ethnic
Chinese to visit relatives in Hong Kong and elsewhere in Greater China.

Building national TV coverage in the US

Public relations activities played a central role and embraced magazines,
newspapers, TV, travel and consumer web sites and radio. A Hong Kong
Month promotion by the HKTB achieved heavy editorial coverage and
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A Cultural aspects of Hong Kong — local cuisine (above) and
Chinese medicine (right) — are featured in the US TV show
Breakfast with the Arts
3 B B 45 &0 B Breakfast with the Arts * M & BRI E
e BREEER (L) RTEEZ(R)

exposure on high-value TV channels during April and May. To support this
promotion, some 10,000 direct mailing pieces were sent to American
Airlines frequent flyers and American Express members.

All these activities leveraged on interest in the cultural dimensions of
visiting Hong Kong, unveiling aspects of Hong Kong’s 6,000-year Chinese
legacy and providing insights into how more than a century and a half of
Western colonial influences have shaped the city. Highlights included the
two-hour Breakfast with the Arts on A&E Television Network and the 30-
minute Bun Festival on PBS-TV (Public Broadcasting System) in May. Other
cultural programmes included: the 30-minute Mid-Autumn Festival in
Hong Kong on Discovery Channel; the award-winning Hidden Hong Kong
on KBTC-TV; and Chinese New Year in Hong Kong on NBC-TV 4 in
Southern California and on the nationwide Travel Channel.

These and other high-profile national and regional programmes
throughout 2004 helped make Hong Kong a top-of-mind, “must-visit”
destination. A Spanish-language version of Breakfast with the Arts also
aired in Central and South America.

Promoting Hong Kong’s Mega Events

There was excellent promotional support for the year’s Mega Events. The
participation of two US-based performing groups — the Miami Dolphins
Cheerleaders and the University of Las Vegas Marching Band — in the
International Chinese New Year Night Parade in February 2005 generated
wide coverage and publicity in the US. The HKTB partnered with United
Airlines (UA) in a Hong Kong trip giveaway to promote Chinese New Year
to the airline’s vast database of Mileage Plus members.

For the 2004 Best of the Best Culinary Awards, the US sent celebrity chef,
award-winning author and syndicated TV host Ming Tsai to serve as one of
the international judges. This generated five Hong Kong programmes on
PBS-TV (Public Broadcasting System), TVFN (Television Food Network) and
Fine Living TV — all of which aired nationally, generating publicity worth
hundreds of millions of dollars.
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A The US Shopper of the Year team goes in search of bargains
2M[2004FBEYBEINEXH2EFMEREERYENE R

To help promote the 2004 Hong Kong Shopping Festival from 26 June to
31 August, the HKTB partnered with Lucky, a specialist shopping magazine
with print and online editions. This provided an excellent platform for
publicising the 2004 Hong Kong Shopper of the Year contest, which was a
mechanism for stimulating shopping expeditions to Hong Kong in support
of the main shopping festival. With contestants picked from 15 markets, a
month-long sweepstakes with Lucky provided the mechanism for selecting
contestants from the US. The winners received two round-trip air tickets to
Hong Kong and hotel accommodation to participate in the final part of the
contest in late July. This helped to build publicity for the 2004 Hong Kong
Shopping Festival and played a role in encouraging visitors to book
packages to Hong Kong.

To boost attendance at the 2004 American Society of Travel Agents
(ASTA) World Travel Congress, which was held in Hong Kong in
September-October 2004, the HKTB sponsored 12 ASTA chapter
meetings and organised a roadshow that visited seven major cities and
states — Los Angeles, San Francisco, New Jersey, Connecticut, Chicago,
Dallas and Houston. A 2004 Hong Kong Sales Planner was also created to
assist travel agents in selling Hong Kong packages and to encourage
them to attend the ASTA Congress.

Partnerships serve marketing in Canada

All initiatives in Canada were conducted as part of the Hong Kong — Live
it, Love it! campaign. The HKTB provided robust support, through media
coverage and co-operative marketing with travel agents, to the Mega
Events programme, including the International Chinese New Year Night
Parade, the 2004 Hong Kong Shopping Festival and 2004 Hong Kong
WinterFest.

The HKTB negotiated a major tie-up with Alliance Atlantis
Communications, the Canadian broadcaster and distributor that operates
across 13 specialist channels. This delivered an integrated programme of
initiatives, including a live TV show broadcast during Chinese New Year.
Other marketing programmes included a competition in the online edition
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V¥ The Miami Dolphins Cheerleaders add a touch of glamour to the 2005
International Chinese New Year Night Parade
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P> Canada’s Alliance Atlantis TV broadcasts a Hong Kong special during
Chinese New Year

hng KAlliance Atlantis TVRA#T & i B R E BB BN EREN

of women’s magazine Chatelaine to select a contestant for the 2004 Hong
Kong Shopper of the Year competition, as well as promotions in
Blockbuster and Sony stores nationwide. The HKTB also participated in
complementary destination promotions with the tourism authorities in
Thailand and Mainland China to position Hong Kong as a key destination
in the context of a visit to these major Asian countries. These promotions
emphasised the appeal of playing golf on courses in the Pearl River Delta,
and publicised the Hong Kong Marathon as well as Hong Kong WinterFest.

Marketing in Central and South America

The HKTB continued to educate the South American travel trade about
Hong Kong through trade seminars held in Rio de Janeiro and Sao Paulo
in Brazil. Although currently a small source market, Brazil showed a
50.7% increase in visitor numbers in 2004. Mexico is also a market with
good potential, with some 19,800 visitors in 2004 representing a 77.3%
increase on the visitor numbers of the previous year.

Outlook

While soaring fuel prices, growing inflation and rising interest rates may
suppress consumer spending in both the US and Canada, there is good
reason to remain optimistic. The HKTB's trade partners in the US and
Canada report that bookings to Hong Kong remain strong. Both the US
and Canada have sizeable populations of ethnic Chinese who will
continue to visit the Greater China region, with Hong Kong being a
major beneficiary.

In the US, the increase in air capacity to Hong Kong will boost arrivals,
especially from Los Angeles, to which Cathay Pacific has added a third
daily non-stop flight. High-yield markets show great potential, with cruise
lines reporting good business and corporations showing a greater
propensity for employees to travel on business.

In Canada, competition between airlines, such as Air Canada and Cathay
Pacific, will also benefit consumers. Canadian visitors travelling on business
or with their family on holiday will remain a strong source market.
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The region saw a significant improvement in 2004. The UK was once again a major source
market and there were notable increases in visitor numbers from many other countries,
including smaller markets such as the Netherlands, which put in its best performance ever.
Strong promotions covering the region sustained high levels of consumer awareness, while
comprehensive trade marketing strengthened key partnerships.
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This large territory finished hot on the heels of The Americas in 2004,
with 1,379,992 arrivals — up 45.8% on 2003 and 9.3% more than in
2002. The United Kingdom was a robust source market, with its 411,287
arrivals (up 46.2%) representing the highest total since 1996. The HKTB's
increased use of direct consumer promotions, including the cost-effective
medium of local radio, paid off handsomely in this market, which has also
benefited from extra flights on the busy Hong Kong-London route.
Germany (169,661, up 45.1%) and France (148,131, up 54.6%) showed
slower recovery early on in the year, but were boosted in the second half
of the year by the strong value of the euro. The Netherlands, though a
smaller market, recorded its best-ever performance with 72,248 arrivals,
up 51.3%. The Middle East and South Africa made similar improved
contributions at 91,030, up 36.6%, and 54,371, up 85.7%, respectively.

Segment marketing
The HKTB continues to target the key market segments of middle-aged
couples with or without children, and seniors.

Leisure visitors accounted for a higher share of arrivals in 2004, with this
source market having been more severely impacted by Sars in 2003.

The MICE component of the business-travel market saw a slower
recovery. In line with global strategy, the HKTB has begun to explore
opportunities for building a greater leisure element into business trips
from this source market.
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A The HKTB presents the Aqua Fantasia show to UK consumers in London
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Hong Kong continues to benefit from the current and growing popularity
of China in many European markets.

Maintaining the European focus

The focus throughout Europe, Africa and the Middle East continued to be
on the three major European markets of the UK, Germany and France.
Together, these account for more than half of arrivals to Hong Kong from
this region. However, in a bid to develop emerging markets the HKTB
also diverted some resources to the Netherlands, and this initiative
produced some encouraging results.

With greater investment in the UK, Germany and France — and to a lesser
extent Italy and the Netherlands — the HKTB has strengthened consumer
awareness of Hong Kong through advertising and PR.

Trade promotion remains a key activity, too. The HKTB’s vigorous
co-operation with key trade partners, such as tour operators and
airlines, continues.

Targeting consumers and trade partners

A number of promotions ran in the UK during the year. A major event
was held in October in London’s Leicester Square in the form of a day-
long programme of stage acts, culminating in a water-and-lighting show
to echo the 2004 Hong Kong Shopping Festival's Aqua Fantasia show.
Attracting an audience of several thousand, and with The Hon Donald
Tsang attending as Hong Kong's Chief Secretary, the event was supported
by sideshows and booths, extensive advertising and PR support, and
special Hong Kong packages developed with travel agency partners.

A series of events targeted key partners from the UK travel trade to help
sustain strong and supportive relationships. These included the Hong
Kong Day at Ascot racecourse in July, and a one-day forum held in March
called Contact & Contract that enabled Hong Kong-based sellers to meet
UK-based buyers. Another event, a trade dinner in November, saw the
HKTB partnering the tourism boards of Thailand, Malaysia and Singapore
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<4 'V The HKTB’s stand at ITB in Berlin, one of
the world’s leading travel shows
RERBEERRED —EXKEENKER
¥ - A ERRERE] RERA

in a joint promotion of all four destinations to create mutually beneficial
synergies. Entitled Together in Asia, the dinner was supported by a poster
campaign in London and Manchester in February and March that was
supported by four tour operators.

The HKTB’s work in Germany included a tactical print advertising
campaign around the Hong Kong Experiences theme that ran in
magazines and newspapers from August and beyond the end of the year,
with the aim of strengthening Hong Kong's image. Co-operation was
arranged with such major consumer magazines as Merian, which
published a special 140-page Hong Kong edition, while Abenteuer &
Reisen published a 180-page Hong Kong mono-destination edition. The
HKTB also invited celebrity chef Johann Lafer to the city to produce a
30-minute Culinary Hong Kong TV programme, aired on the ARD
channel. Among promotions for consumers, Cathay Pacific and six
leading tour operators provided attractive travel offers and augmented
the campaign with their own marketing initiatives.

An important initiative for the German travel trade took place in Beijing
during November and December. Working with Dertour, Germany’s
largest wholesaler, the HKTB staged a major conference and training
exercise involving German travel agents. The event gave the HKTB the
chance to train 700 travel agents, of whom 190 visited Hong Kong to
supplement their learning with personal experience.

In France, there was a focus on the incentives market with a workshop
for more than 50 incentives agents held in Paris in May, supported by
advertising. In October, the HKTB held a business travel promotion
attended by 70 senior managers from leading French corporations.

There was detailed work on secondary markets, too, with a major trade
roadshow in November that visited Amsterdam, Stockholm, Milan and
Paris. This allowed sellers from Hong Kong to meet wholesalers and
incentives agents in each city. Targeting trade and consumer audiences,
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Berlin's U-bahn system during ITB
e [BRR bk e R B8 | HAR - IR B B IEAR AR T S 4
HEEM

REXRBITRE  BRFEH  FRAEK
IR IRERERE - 2EHRBE - BEIA
Togetherin AsiaZs £ 78 * BEL62 A RIAERH
REHHTFARIENEEER - WEIERIK
PR EE X HF o

IR REEEEITZIEEREEE - 2 88A
BEFE  NIESERI RFEEREMT
LHEESE  BEEBOER - IREF/XHEE
THBEHE TN (Merian) & 18 - ZHMFHR T
140B BB RERINR - M5 — A {Abenteuer
& Reisen) Bl H ki 1808 « EFHEN B E A 1R A
bR o BB B N8 EE 4 BT Johann Lafer 2B 224E30
DENBERREBMREE - TEARDIEEREN ©
EREEEHRENERTMEBAREZR
P EER B ARSI NHESR - WA AR
EHMMBHEE RS EME -

SIESHERKEERANEEZTE - 2k
J5 138 B % K A AR B2 L B8 P Dertour & 1E + FE11
A %12 AR IE 5 A 13 B A 0% (X 22 g 4R o K AU
e RIIEED - BT00ZARTITHRIE R IR
Bl WA PIEESS - EP 1900 ERI{E
& MAMPIEEBOREREAALRS -

AR RERAEBREASEY  RSAE
M3 A50% MM RER IR BH T - B
RAEEEE - 108 @ REREN T BBk
HEES - B2l 7060 R E AL O 2B RITH
ABBH -

ESPN



A A British military band performs at the HKTB’s Chinese New
Year celebrations
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additional roadshows were held with Geoplan in Germany in August,
Voyageurs Associes in France in October, and the Pacific Asia Travel
Association (PATA) in Germany in November.

In Italy, an integrated promotion in support of the 2004 Hong Kong
Shopping Festival was especially successful. The promotion involved a
nine-day event in June at Italy’s largest shopping mall, which generated
exposure to over one million consumers. The promotion involved a
competition that selected entrants for the 2004 Hong Kong Shopper of
the Year contest. Supported by a number of web sites and direct e-mail
to 128,000 households, 8,000 travel agents, and with publicity on three
TV stations, this initiative resulted in coverage worth an estimated
HK$110 million in advertising terms. In Israel, a public bus decorated in a
special Hong Kong livery generated significant exposure among
consumers in the Tel Aviv area over a period of six months. The bus also
doubled up as a venue for providing more than 1,000 travel agents with
in-depth training on Hong Kong.

Outlook

While higher oil prices and a slower world economy might lead to weaker
travel demand in the mature European markets, and while the continuing
danger of unforeseen events, such as terrorist threats or bird flu, must
not be overlooked, the prospects for the future are encouraging. Hong
Kong continues to enjoy positive performances from throughout this
region. With further air capacity scheduled in countries such as the UK,
and with the impetus provided by the 2006 Discover Hong Kong Year,
there is good reason to expect current demand trends to continue. Hong
Kong will continue to grow in strength as a stopover destination en route
to Australasia, particularly for visitors from the UK. Hong Kong will also
benefit from growing interest in China in the approach to the Beijing
2008 Olympics. Mainland China is already the HKTB's most important
partner in Asia in terms of marketing other destinations in tandem with
Hong Kong and this is expected to continue.

V¥ Belgian performers take part in the 2005 International Chinese New Year
Night Parade
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