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Distinguished guests, students, ladies and gentieme

It is a great pleasure to be back in thistgrdg, and to have the chance to speak at
this esteemed seat of learning. Thank you forimgime here.

Today, | would like to say a few words abouirlg Kong, and what the future holds
for us. Although these are uncertain times for maegple around the world, | am
confident that we are on the right track. | will gou why.

| know the LSE's motto is "To Know The Cau$&hings”. Well, | will leave it to
you to guess the cause of the global financiaiscrid'll start with what we are doing in
Hong Kong to ride out the storm.

As is the case in the US and Europe, econoimi@sia are facing the risk of recession
and rising unemployment. The International Monetaund has predicted a global
recession next year, including the first annuaéssmn for advanced economies since the
end of the Second World War.

We have introduced both short and long-terrasuees to tackle the inevitable
downturn and pain - and to pave the way for susthdevelopment.

In October, for example, we introduced twogardionary measures to boost
confidence in the banking sector at a time of gvetility elsewhere in the world.

First, we guaranteed all Hong Kong Dollar &mreign currency bank deposits until at
least the end of 2010. Second, we set up a Comtirg@gnk Capital Facility to help
ensure the liquidity of the local banking sectoottiBmeasures have worked well - so
well in fact that we have seen upward pressurénerHong Kong Dollar's exchange rate
with the US Dollar.

Overall, our banks are in pretty good shapi@l adequacy ratios have always been
very healthy, and at the moment stand around 14%ghwis well above the international
standards.

We are also continuing to strengthen the sugpeny framework for liquidity risk
management, and to encourage more disclosurekahf@mation. This will help banks
weather future financial shocks, and facilitate plblic to make informed investment



decisions.

As the impact of the financial crisis is likab last for some time, we need to prepare
for the worst while hoping for the best.

Two weeks ago, | chaired the first meetingwf new Task Force on Economic
Challenges. Our task is to assess the effectediinlancial crisis on markets around the
world and to gauge its impact on Hong Kong. Theawill propose ways to address
these challenges, and identify opportunities thlitemhance the competitiveness of our
businesses and our city.

This brings me to another point: Where dolmightest opportunities lie, and how do
we make the most of these opportunities?

In many ways our best opportunities are sintdahose of a decade ago - financial
services, business services, logistics, tourismt dBr biggest single advantage - the
scope and extent of our China contacts and interdsds also grown considerably in that
time.

We have a unique free trade pact with the Maih, our Closer Economic Partnership
Arrangement, or CEPA for short. CEPA was launcime2i004 and gives companies in
Hong Kong - including foreign firms incorporatediiong Kong - easier access to
opportunities in China, especially in the servisestors.

In 2004, we also launched Renminbi bankingises, and last year we became the
only place outside the Mainland to offer Renminbrdminated bonds. Currently some
440 Mainland enterprises are listed on the Hongg<sinck market which, at end-
September was the 7th largest in the world andaBgest in Asia with market
capitalisation of more than US$1.6 trillion.

Financial services aside, our close connegtwith the Mainland also covers world-
class transport, logistics and telecommunicatiafrastructure.

In the next few years we will do even mordtmst this connectivity. We will speed
up a number of large-scale infrastructure projdws will straddle our boundary with the
Mainland. These include the Guangzhou-Shenzhen-Homg Express Rail Link that
will connect Hong Kong to our nation's high-speaitl metwork. In 2010, we expect to
begin construction of a 29-kilometre bridge conmgrtHHong Kong with the Special
Administrative Region of Macao and the city of Zhuim the Pearl River Delta region.
We are planning another boundary crossing pointl wa are looking at a joint
development along our boundary with Shenzhen, avittcus on R&D, creative
industries or educational uses.

We are also pushing ahead with eight othepmafrastructure projects that will
improve connectivity within our city, enhance ololtal competitiveness, and generate
some 250,000 new jobs at a time when we expedaboair market to be feeling the



pinch from the global financial crisis. There Wik a boost of about 7% in the labour
market.

We have no plan to cut back on public spendindis time. Government spending
programmes can reduce the impact of the economvaton by channeling money back
into the community to stimulate demand for goods services and keep the wheels of
our local businesses well oiled.

This is only part of the story.

Hong Kong also has a growing role to playhia global village as a co-ordinator of
trade and investment flows, and a knowledge baniktefnational best practice.

Tomorrow, | will leave London for Peru to tapart in the annual APEC Economic
Leaders' Meeting. No doubt the financial crisid Wwé the main talking point.

Hong Kong's participation as an individual nieemof APEC shows how Hong Kong
has retained its identity and way of life under't@me Country, Two Systems" formula
for reunification with the Mainland of China.

We also remain a member in our own right ef\World Trade Organisation, and the
World Customs Organisation. We have retained our fvseely convertible currency that
has been linked to the US dollar since 1983. Wewiothe common law legal system
based on the English system. We negotiate our cade tand air services agreements.

And, we maintain our own close ties with majading and economic partners, such
as the UK, the US and the EU. And that's the readonl am here in London.

During my meeting with Prime Minister Brownsyerday, we agreed that London and
Hong Kong both have a leading role to play in ogermg the global financial crisis. We
also see the need for more contact and co-operag¢itveen our financial regulators to
reach a consensus on the long-term internationahéial infrastructure and regulation.

Our two great cities are inextricably linkedt only by history but also by the current
geo-economic landscape. Both London and Hong Koagvarld cities and global
financial centers that have flourished as a refutobalisation - a process that has
generated more competition, as well as uncertaintyvolatility.

Like London, Hong Kong has thrived on competit And we will continue to
embrace it by playing to our strengths, which idel@n unswerving commitment to open
markets and free trade, and to maintaining theffose of ideas, information and capital.

We adhere to the principle of "Big Market, 3In@overnment”. For us that means
containing public expenditure to below 20% of GB3Hax as possible. The less the
government intervenes, the more that is left ferghvate sector to contribute to GDP.



And we will keep a low and simple tax regirBalaries tax is no more than 15% and
profits tax is 16.5%. There is no GST, no VAT, reath duties and no capital gains tax.

These are factors that have helped attrace tian 6,600 overseas and Mainland
companies to come to Hong Kong. Almost 4,000 o$¢heompanies run their Asia
operations out of Hong Kong - that's 50% more tivarhad in 1997. Among them, some
350 UK companies with regional operations, andrénér 160 with locally-incorporated
offices. And about 70 more are at different stagfesstablishing their offices in Hong
Kong.

Earlier | spoke of keener competition, and theludes competition to attract the best
and brightest talent from around the world to &rel work in our city, and to contribute
to our vibrancy and development.

Today, it takes more than a great job andatluee of Asia to broaden and deepen our
pool of talent.

We also need a clean and healthy environnpéemty of cultural activities, and space
to escape the hustle and bustle of the city. Mespfe associate Hong Kong with the
shimmering new skyscrapers that line our iconicanfadnt; or they know the city as a
shopping paradise. But this is not the full picture

Some 40% of Hong Kong is made up of countnkg#hat are popular with hikers and
beachgoers. And because Hong Kong is such a coroipgoive are never far from
nature. Of course, we also have several optionthme who prefer to ruin a good walk
with a game of golf - including one of the world®st spectacular and popular public
golf courses.

There is also plenty of choice when it conzesahooling options - for the kids of
professionals, or for those looking for academigagiement in Asia. We have a vibrant
international school sector with more than 50 méional schools - the most
comprehensive in Asia.

But, we also want more overseas studentsrteedo Hong Kong to study at any one
of our world-class universities. We have recenghaxed restrictions on the number of
overseas students in universities to help attracertalent, and to provide students with a
more diverse learning environment. We have alsaxesl the rules so that overseas
students may remain in Hong Kong after their stsiftie up to one year without
restriction to give them plenty of time to findabj

I know there are a number of students fromgiikang here today. | hope you are
enjoying the valuable experience of studying in ohthe great capitals of the world.
Whatever path you decide to take after your studiesn assure you there will always be
a warm welcome for you back home, as well as somitirg opportunities to develop
your careers.



Ladies and gentlemen, in August this yearjiBgghanded the Olympic baton to
London as you gear up to stage the 2012 Summer &admwesh the city every success in
its preparations, and congratulate the Britishedéisl on their achievements in Beijing this
summer.

Hong Kong had the honour of staging the Olyngrid Paralympic Equestrian Events
of the Beijing Games. The British teams did welking away the team bronze medal in
the Equestrian events, while British Paralympieridee Pearson won an incredible
three gold medals.

Our high-profile role in the first Olympics @hina was another sign of our nation's
trust and confidence in Hong Kong - not only asagamcity in China but also as Asia's
world city.

Ladies and gentlemen, our door is open, soodte and visit us or return home soon.
Whether you come to study, work, shop or swinglaaob you will be most welcome.

Thank you.



