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Pay and the economy
A successful period

The Employers’ Federation of Hong Kong has recently completed its analysis of Hong Kong's economy and
consultation over prospects for the labour market in 2008.

“Hong Kong is enjoying a period of almost unprecedented growth. Apart from record stock prices we have
had solid GDP growth for the last 12 quarters and this is forecast to continue for some time,” notes
Federation Chairman James Ng with satisfaction.

“The last time Hong Kong saw such figures was in the late eighties and, arguably, even this growth was not
as prolonged as the current cycle may prove to be,” he continued.

Many agree that behind our success is the Mainland economy that continues to grow beyond expectations
and to resist all attempts at restraint. “While this continues, commentators and economists expect Hong
Kong to continue to enjoy prosperity,” says James Ng.

Dark clouds ahead
“Yet,” he warns, “Across the Pacific, things are not so good and look likely to get much worse.”

The USA national home price index is at its lowest level in ten years. The vacancy rate (essentially the
waiting period to sell) in US homes is at unprecedented levels. Most worrying of all, new housing starts are
once again falling to classic lows. On almost every occasion when this has occurred in the past, a US
recession has occurred.

“We are concerned that we will soon enter another, far less benign, global cycle,” Mr Ng cautions.
Pay in Hong Kong?

“It is the duty of every business leader to protect his or her business against downturns. We must not be so
foolish as to add to fixed costs today without being sure we can afford them tomorrow,” points out Federation
Vice Chairman Brian Renwick.

“Quite naturally the community, particularly our employees and their unions, see the growth, the profits and
the good news. They expect to share in these as far as possible. We agree that employees should share
the fruits of the improved performance of their employers, but in the right sort of way,” he added.
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EFHK'’s views
The Federation’s views are clear:

¢ Almost everyone in employment in Hong Kong has greater spending power than ever before;

e Sharing the benefits of company success is best achieved by bonuses. A bonus of one month’s
salary is worth over eight percent to the employee in the year in which it is paid. It could take
several years to achieve this gain through salary increases;

“We share the concern about Hong Kong’s poor,” Mr Ng says. “As responsible employers we will take
whatever steps we can to participate in efforts to alleviate poverty. But our principal accountability is to
protect our companies and the livelihoods of those who work for us,” he insists.

“We would be justly criticised if we ignored warning signals and courted popularity by overspending on
salaries.”

Experience — all too recently — shows the tragic effect of our previous profligacy on the lives and incomes of
so many Hong Kong people.

Recommendations

The Federation has three simple messages to its members as we draw closer to the end of a generally
buoyant 2007:

1. Share the rewards of Company success generously with one-off bonuses based upon overall
profitability as well as personal performance.

2. Increase salaries selectively to individual employees where there is a need because of market
forces in an industry or in their profession.

3. Keep average salary increases below 2.5%

“We are keen that our members share their success with employees,” stresses James Ng. “The best way
to do so - and one we believe employees also prefer - is through appropriate bonuses.”

Media Enquiries:
Mr Brian Renwick, Vice Chairman of Employers’ Federation of Hong Kong Tel: 2528 0033
Mr Louis Pong, CEO of Employers’ Federation of Hong Kong Tel: 2528 0033
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