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Mainland and foreign companies setting up offices in Hong Kong

Figure 1 — Number of offices set up in Hong Kong by Highlights

Mainland and foreign companies

2022 1411 (16%)2 397 (27%) 5170 (58%) 8978 .
1457 2483 5109 9049 " Regional
2020 FEIES40 2479 5042 9061 headquarters
1541 (17%) 2 490 (28%) 5009 (55%) 9 040

2018 FEI530 2425 4799 8754 Regional

1413 2339 4473 8225

offices

2016 WI379 2352 4255 7986

1401 2397 4106 7904
2011 1340 2412 3196 6948 Local offices

1246 2644 2550 6 440

2003 966(21%) 2 241 (51%) 2207/(28%)" 5 414

Figure 2 — Major reported locations of parent companies

of RHs in Hong Kong"
The Mainland 216 251 +16%
Asia Japan 232 212 -9%
(excl. other ASEAN  Singapore 47 49 +4% +4%
regions)® Taiwan 26 24 -8%
South Korea 10 17 +70%
North America g::lz::iiaStates 2;2 232 -_:_322 -12%
Germany 97 92 -5% o
France 96 80 -17%
Ttaly 40 36 -10%
Netherlands 26 28 +8%
European Union Austria 11 17 +55% 12%
(“EU”) Sweden 30 15 -50%
Belgium 19 13 -32%
Spain 11 12 +9%
Luxembourg 11 11 *
Denmark 12 7 -42%
United Kingdom 141 134 -5% .
Non-EU Switzerland 55 54 2% A%
Oceania Australia 35 27 -23% -23%
Middle East Not specified - 13 n.a. -

Notes: (1)  The number does not represent the actual number of parent companies of
RHs. An RH may have parent companies from multiple locations or a
parent company formed by companies from multiple locations.

(2) A total of 17 parent locations in ASEAN member states other than
Singapore were reported by RHs (no further breakdown).
(*)  Change of less than 0.5%.

Figure 3 — Percentage changes of MFCs’ offices by major .
line of businesses between 2019 and 2022

Types of businesses/activities” RHs ROs LOs Total
Human health activities and R&D (natural sciences) +43%  +19% +20% +23%
Insurance +14% 20%  -17%  -13%
Transportation, storage and courier +7% +2%  +10% +7%
Manufacturing +2%  +24%  +29% +19%
Construction ¥ 29% | +19% +3%
Financing and banking -2% * -8% -6%
Import/export trade, wholesale and retail -10% -5% +6% *
Information technology -15% +3% +5% *
Professional, business and education services -15% -11% +3% -5%
Restaurants and hotels -17% -71% +9% +3%
Telecommunications -17% +8% -19% -12%
Creative, performing arts and specialized design activities =~ -29% 4% | +67%  +21%
Real estate 29%  -16% 6%  -11%
Publishing, media and multi-media -33% +7% -11% -12%

Notes: (1) Each surveyed office may participate in more than one line of business.
(*)  Change of less than 0.5%.

As a prime location for international business,

Hong Kong has been a magnet for the Mainland and
foreign companies (“MFCs”) seeking a presence in the
regional or local market. However, during the
COVID-19 pandemic from 2020 to 2022 when
business and travel were disrupted, the city’s
long-established attractiveness has undergone certain
changes. Among them was a drop in the presence of
regional headquarters (“RHs”) and regional offices
(“ROs”) set up by MFCs, with their numbers dropping
by 8% and 4% to 1 411 (a six-year-low) and 2 397
(five-year-low) respectively between 2019 and 2022
according to the Census and Statistics Department.
That loss, however, was partly compensated by a 3%
rise in the number of local offices (“LOs’), which were
offices that reported to take charge of business in
Hong Kong only (and nowhere else) (Figure 1).

As at 2022, the 1 411 RHs in Hong Kong were set up
by parent companies based in reportedly 52 locations.
Analyzed by region, the 20 most reported locations of
parent companies were from Asia, followed by EU and
North America. However, between 2019 and 2022,
reported parent locations from Europe and

North America fell by a total of 12% each, while that
of Asia (including Singapore but excluding all other
ASEAN member states) rose by 4%, with the strongest
percentage growth being South Korea conceivably
amid the significance of the Mainland market.
Although as a whole parent companies with

North American and European background have
reduced the presence, individual places like Austria,
Canada, and the Netherlands have seen the opposite or
remained stable (Figure 2).

During the pandemic, only four out of 14 businesses
(human health, insurance, transport, and manufacturing)
showed increased participation of MFCs (in form of
number of RHs) by 2% to 43%, possibly taking
advantage of supply chain challenges during the
pandemic. The other key business lines, such as the
import/export trade and professional services, have
registered decreases of 2% to 33% from 2019 to
2022. Another notable observation was that while
RHs’ engagement in certain businesses has dropped,
there appeared to be corresponding increases of
different extent by ROs and/or LOs in these
businesses (Figure 3). However, it is unclear
whether or to what extent it was related to business
restructuring and/or downsizing.



Mainland and foreign companies setting up offices in Hong Kong (cont’d)

Figure 4 — Number of persons engaged by MFCs’ Highlights

offices in Hong Kong * RHs, ROs and LOs are contributors to local

(’ggg ) employment. In 2022, they hired an estimated
493 483 473 467 000 persons, accounting for about 13% of all

500 435 467 loyed luding foreign domesti

185 LOs employed persons (exclu ing foreign domestic
400 (}31%) 99 2% 243 helpers) in Hong Kong and increasing by 21% over
300 (31302)) 178 (52%) the 2013 level. However, the extent of their
200 91 93 (1%% 84 33 38 ROs contribution has also changed during the pandemic.

L5 195 (19%) In particular, nearly 60 000 fewer persons, or 30%
100 (31;32) 164 (40%) L 161 (215’(2)) RHs less were hired by RHs in 2022 than in 2019 amidst

0 the contraction in the number of RHs. On the

2013 2016 2019 2020 2021 2022 other hand, growth in LO numbers have offset part

of the job loss, with an increase of 30 000 persons

Figure 5 — Factors affecting location choices
18y ng ! ! working in LOs during the period (Figure 4).

Percentage of companies viewing the

Factors® factor as favourable in Hong Kong . . . .
2022 2019 2016 Simple tax reglmer,ﬂi;re; 1nf?1rmat10n. flow and clean
1 Simple tax system and low tax rate 59% 71% 73% government are, Tanxe . 45 the Mok 1mp0rtan.t
. . ) o . factors in location choices by MFCs offices in
2 Free flow of information 45% 63% 66% H K H h ff h a a
3 Corruption free government 42% 55% 57% hong ong. Oweljller’ tlgse 0, ISES aveblagge 1
4 Rule of law and independent judiciary  34% 46% 55% t elﬁ Confcems Ol;’er ong fong Sd avouri Shess
5 Free port status 45% 50% 62% l13n t. ese factors e_twe_en 2019 and 2022 when
6 Political stability and security 28% 35% 42% usinesses operating ,m Hong K_OHg Wels
7 Productivity of staff 40% 50% 54% challenge.d by th_e strict quarantine measures and
8 Geographical location 48% 61% 63% other busmess disruptions. Generally, the
9 Access to market 41% 53% 12 ® pe;celved favourablen§ss has been weakene.d across
10 Communication/infrastructure 44% 55% 50% a list of factors to varying degrees. 1n particular,
T o ATy il s dh G iee 259 279% 31% 10 out of 16 facto.rs.cons1dered to be 1mporta§1t have
12 Business opportunity in the Mainland 42% 52% 54% suffered double—dl'g%t drops, roangmg from 10%
13 Environment quality 30% 35% 34% (e.g. staff productivity) to 18% (free flow of
14 Business premise availability/cost 15% 15% 16% 1nf0mat10n), with the rer'nalmng SIX seeing softer
15 Residential housing availability/cost 12% 13% 14% declines or no Change (Flgure 5)'
16 International school availability 21% 22% 20%
Notes: (1) Ranked by importance as indicated by survey respondents in 2022. ® With the anti-COVID restrictions ended and in light
(2) The access to market factor was not included in the 2016 survey. of all those challenges outlined above, the
Figure 6 — Key initiatives to boost enterprises investing =~ Government has taken a more proactive approach in
. post-pandemic economic recovery by developing
in Hong Kong < .
headquarters economy”. To support the
1. Establishing the Office o Formulate special facilitation measures on land, initiative, the Financial Secretary has set up the
for Attracting Strategic tax and financing applicable exclusively to target . . s
Enterprises (OASES) —— Office for Attractmg Strateg1_c Enterprise in late
e Provide the employees of these target enterprises 2022 to lure strategic enterprises from outside
with one-stop facilitation services Hong Kong. A target enterprise list has been drawn
e Set up Advisory Committee on Attracting up, and it is hoped that at least 1 000 enterprises would
T T —" Strategic Enterpriscs be attracted in from 2023 to 2025. According to the
. Dedicated Teams for e To be set up in 17 Mainland Offices and overseas : :
attracting businesses Economic and Trade Offices (ETOs) 2023 Policy Afidress, at least 30 out.of 300 enterprises
and talents on the target list were prepared to invest a total of
3. Co-Investment Fund o Set aside HK$30 billion from the Future Fund to HK$30 billion in Hong Kong.  In the first
attract enterprises setting up operations in 10 months of 2023, InvestHK has also assisted over
Hong Kong and investing in their business 300 Mainland and overseas enterprises to set up or
4. Facilitating Mainland e Introduce new facilitation measures (details to be expand business in Hong Kon In addition
companies to set up RHs announced) P . g g ’ §
- o ; — the Government is also set to introduce new
5. Arrangement for o Provide facilitation for companies domiciled o . 3
re-domiciliation overseas, particularly enterprises with a business arrangemenjts to facilitate Mainland companlt?s to
focus in the Asia-Pacific region, for set up RHs in Hong Kong (Figure 6). Detailed
re-domiciliation to Hong Kong (details to be proposals are to be announced.
announced)

Data sources: Latest figures from Census and Statistics Department,
Research Office Policy Address 2023 and Budget 2023.
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