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Executive Director, Clara Chong

HBE  BRE

“Attracting visitors means more than just identifying and
targeting key markets and segments. We must also fulfil
their needs in terms of service excellence, quality

assurance and destination information.”
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When planning for 2005/06, we knew that it would not be easy to build
on our industry’s extraordinary achievements in the previous year. Thanks
1o a largely positive macro environment, favourable policies in the Mainland
— such as the expansion of the Individual Visit Scheme (IVS) and the
Closer Economic Partnership Arrangement (CEPA) — and the magnificent
efforts of our industry partners, arrivals to Hong Kong in 2004 had grown
by a remarkable 6.3 million visitors over 2003, surpassing our previous
record set in 2002 by almost one third.

While at the time we had every reason to celebrate, we realised that we
would have a difficult task to retain and grow this vast base of visitors in
2005 — especially from the Mainland and in the face of fierce international
competition. On the other hand, it was also evident that with a portfolio
of major new tourism attractions coming on stream, 2005/06 would stand
as a critical watershed in the growth and expansion of our tourism industry.
In view of this scenario, we adopted a cautious outlook for the year, with
a business plan designed to pace our arrivals increases in the immediate
and medium term, while building for a long-term and sustainable future.
Our strategies were aimed at further developing key segments and
markets, while also focusing on the equally critical task of broadening
Hong Kong’s appeal and enhancing the experiences of our visitors.

Following many months of detailed planning, we unveiled the 2006
Discover Hong Kong Year global marketing campaign, which the Hong
Kong Tourism Board (HKTB) progressively rolled out during 2005/06.
The campaign was designed with the dual objectives of creating an
effective growth platform, and maximising the benefits of tourism for our
city.

In targeting segments, we had already set out to grow our family arrivals
a few years ago, so as to pave the way towards the opening of such new
attractions as Hong Kong Disneyland. These offered the opportunity both
to creatively package Hong Kong’s family-friendly assets and position
this city as a “must-visit” destination for parents and children. Leveraging
their potential, we also identified family travellers as one of the key targeted
segments in 2006 Discover Hong Kong Year.

Although regional markets including the Mainland, Taiwan and Southeast
Asia presented the greatest opportunities within the family segment, we
also saw potential in such long-haul markets as Australia, which has
grown in tandem with increases in air capacity on the “kangaroo route”
to Europe. Ethnic segments in the United States and Canada also showed
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promise. Of particular note in 2005/06 was the range of focused marketing
programmes we undertook in the Mainland, where we partnered with
education bureaux and schools to reach children, and also developed
new family-oriented tour itineraries.

The results of this focus have been positive, with a marked growth in
overnight family arrivals from the final quarter of 2005 sustained into the
first half of 2006. In fact, the proportion of family travellers bringing children
to Hong Kong increased from 22.7% in the first quarter of 2005 to 43.4%
in the same three months of 2006. This has created a strong foundation
for further growth in family visitors in 2006 and, just as important, also
reinforced Hong Kong’s appeal as a family-friendly destination in terms
of safety, ease of getting around, and the wide choice of attractions and
activities.

When identifying key segments, we not only assess growth potential and
yield, but also specific behavioural patterns that we can leverage. Business
travellers, for example, are increasingly drawn to Hong Kong by China’s
growing stature as an international trading partner, the positive global
economic outlook, and this city’s role as a major financial and commercial
hub. To maximise the opportunities from these trends, we continued
encouraging business visitors to extend their stay and increase their
spending by taking part in more leisure activities, and bringing spouses
and family members with them.

Attendees at a major conference in Hong Kong visit
the Peak Tower, one of this city’s perennially
popular tourism attractions
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Within this segment, we paid special attention to high-yield MICE
(meetings, incentives, conventions and exhibitions) visitors, and enjoyed
several opportunities to further develop this segment in 2005/06. Indeed,
our new venues, such as AsiaWorld-Expo and Hong Kong Disneyland,
the strong global interest in the China market, and the growing attendance
by Mainland visitors to recurrent exhibitions in Hong Kong all make this
city an attractive choice for event organisers. With such major international
events as the 88" Lions Clubs International Convention and the Sixth
World Trade Organization Ministerial Meeting held in Hong Kong during
2005/06, | am delighted to report that overseas attendance at conventions
and exhibitions during 2005 grew by 35% and 15% respectively, creating
a strong base for future growth.

Looking ahead, the completion of new hotels and the extension of the
Hong Kong Convention and Exhibition Centre augur well for Hong Kong’s
MICE industry, and the HKTB will leverage these developments and step
up its efforts to grow this lucrative segment by targeting event organisers,
international organisations and potential visitors.

In terms of market focus in 2005/06, the HKTB placed its major effort in
the 18 key markets around the world that together provide more than
90% of our arrivals. And although we continue to capitalise on the boom
in outbound travel from the Mainland, we always strive to maintain a

good mix of visitors from all markets, so as to minimise risk and maximise
return. This prudent measure also enables us to uphold Hong Kong’s
image as a sophisticated international destination.
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Families from short-haul markets and business travellers are among the key targets of the HKTB'’s focus on high-yield segments
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To sustain our tourism growth, we must also extend our reach to potential
visitors by exploring opportunities in new markets, identifying emerging
segments in existing markets, and addressing new trends and preferences
among our current targeted segments. Among the former, South Korea,
Thailand and the Philippines offered strong potential. To enhance our
presence in these markets, we appointed representatives in Thailand and
the Philippines, and began preparing for the establishment of a branch
office in South Korea. We also embarked on developing secondary cities,
such as Busan in Korea and Cebu in the Philippines. These activities
were reflected in record performances from Thailand (380,412 visitors, a
growth of 20.0%) and South Korea (642,480 visitors, an increase of
19.2%), while the Philippines also registered strong growth (391,049
visitors, a rise of 16.2%) in 2005.

At the same time, we also nurtured our long-haul markets, which broaden
the range of business opportunities for our trade partners and help
strengthen our international appeal. The results were very encouraging,
with record performances set by Australia, Canada, France, the UK and
the US.

Closer to home, the Mainland remained our highest priority market,
because of its substantial contribution to arrivals and its future growth
potential. Hong Kong continued to benefit from the extension of the IVS
to new cities during 2005/06, with almost half our total arrivals from the
Mainland now travelling under the scheme.
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The opening of a portfolio of major new tourism attractions offers a perfect opportunity to promote Hong Kong as a “must-visit” destination
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While many consider Hong Kong as a “natural” destination for Mainland
visitors, given our gateway position and the familiar “comfort zone” of
language and culture that we offer, the international competition for China’s
outbound market is becoming more and more intense. Although in 2003
fewer than 30 destinations around the world had been granted Approved
Destination Status (ADS) by the Central Government, by 2006 that number
had risen to 81, including many Asia-Pacific countries and most member
states of the European Union. Indeed, with new air routes constantly
enhancing the Mainland’s connectivity with the rest of the world, the
interest of many other destinations in this booming source market is
reflected in the growing number of national tourism organisation offices
opening in Beijing and Shanghai.

To maintain our leading share of Mainland outbound visitors, we expanded
the number of high-potential cities identified in our China market research
study from 24 to 30 during 2005/06, a development strategy that
increasingly leverages the opportunities in secondary cities. We also
stepped up collaboration with tourism bureaux and the trade in the Pan
Pearl River Delta region.

Of course, attracting visitors and retaining their loyalty mean more than
just identifying and targeting key markets and segments, and creating
aspirations to visit Hong Kong. We must also fulfil the needs and
expectations of our guests in areas such as service excellence, quality
assurance and destination information, while also offering them a
memorable encounter with the city, its culture and its hospitality. Finally,

As well as showcasing the city’s legendary appeal for shoppers, the annual Hong
Kong Shopping Festival also helps boost mid-year arrivals
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Held each year, the HKTB-organised Best of the Best
Culinary Awards highlight Hong Kong'’s reputation as Asia’s
culinary capital
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to accomplish our task, we must make sure that every visitor leaves Hong
Kong with lasting, positive impressions. As our investment in advertising
and promotions is wasted if we fail to offer visitors a totally satisfying,
memorable experience, we make Experience Management a top priority.

As well as enriching visitors’ experiences through our Mega Events
programme, and increasing their confidence in Hong Kong through the
Quality Tourism Services (QTS) scheme, we have channelled considerable
effort into exploring and developing new avenues that offer flexible and
convenient access to tourism information. We also capitalise on the power
and reach of the Internet to provide comprehensive destination information
through our DiscoverHongKong.com website, and also in a variety of
targeted web marketing campaigns around the world.

To remain one step ahead in this fast-changing marketplace and sustain
Hong Kong’s competitive edge, we were also hard at work on developing
new information platforms, such as our electronic guide for business
visitors formatted for Personal Digital Assistants (PDAs) and the Hong
Kong Mobile Host guide. Such platforms are not only tailored to visitors’
lifestyles and interests, but also leverage the latest technologies and trends.

| mentioned earlier that the year 2005/06 represented a critical milestone
for Hong Kong’s tourism industry and for the HKTB. We believe our work
has laid strong foundations, leaving us in better shape to face future
challenges and capitalise on the opportunities ahead. In the event, we
not only consolidated our huge base of arrivals in 2005, but also achieved

Shopping and dining at outlets accredited under the Quality Tourism
Services (QTS) scheme offers visitors an assurance of quality, service and
authenticity
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The HKTB's Visitor Information & Services Centre staff mark the beginning of
2006 Discover Hong Kong Year with stylish new uniforms
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growth from every key market. This is truly a tribute to the strength,
cohesiveness and resilience of all our tourism partners, yet also marks
the culmination of the HKTB’s own transformation from an association
serving its members to an information-based marketing organisation
employing multiple channels and marketing skills for the benefit of the
industry and the community.

As Hong Kong matures as a travel destination, and our visitor base
becomes ever larger, we must add value to our investment by ensuring
that we can sustain and develop visitors’ interests, and thereby ensure
they stay longer and make return visits. In short, we must enhance the
“quality” of our visitor arrivals. In the last two years, we have seen
encouraging results, with Total Expenditure Associated to Inbound Tourism
registering double-digit growth of 14.1% in 2005 compared with 2004,
and reaching a total of $105.66 billion. We will work closely with our
industry partners to generate greater business opportunities for them
and, in turn, maximise their contribution to the overall economy.

As we move into this exciting new era, we will build on the close relationship
we have developed with our partners to reap ever greater rewards for
our city. We never forget that tourism is a truly co-operative effort, which
involves Government, airlines, hotels, attractions, tour-planners and
operators, cruise companies, retailers, the media and, indeed, the entire
community — and in this respect | am delighted to note the increased
awareness of this industry throughout our city, as more people, businesses
and sectors are enjoying the benefits of tourism.

Once again, | would like to acknowledge the professionalism and quality
of our partners in the tourism industry, the leadership and vision of our
Chairman, and the magnificent counsel and guidance provided by our
Board Members. And last, but certainly not least, | want to express my
pride in the tireless efforts, dedication and commitment of the staff of the
HKTB, who continue to do their utmost to ensure our city remains the
preferred choice of many millions of visitors from around the world.

Clara Chong
Executive Director
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