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With globalisation of the world economy, it is popular for multinational
enterprises to provide services to customers in another economy through
setting up affiliated companies abroad.

In view of the importance of services supplied via this mode, the Census and
Statistics Department has developed a statistical framework for compiling
relevant statistics, known as “foreign affiliates statistics (FATS)”. This
article briefly describes the statistical system for compiling inward FATS, and
presents selected inward FATS of Hong Kong for 2019. It is an update of
similar articles on the same subject published in preceding years.

WEASCE &R - IS BUTRETIRIR S E 5 4at4E
(EEzE 1 (852) 3903 7410 ; &#f : tis@censtatd.gov.hk) -

Enquiries on this article may be directed to the Trade in Services Statistics Section,
Census and Statistics Department
(Tel. : (852) 3903 7410; E-mail : tis@censtatd.gov.hk).
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1. Introduction

1.1 Trade in services (TIS) of an economy
includes exports and imports of services. Exports
of services are the sales of services to the rest of the
world, whereas imports of services are the purchases
of services from the rest of the world.

1.2 For exports and imports of services, the service
purchasers and the service providers usually remain
in their respective economies.  Examples are
international communications and cargo forwarding
services.

1.3 Exports and imports of services may also take
place when a service purchaser moves outside his/her
resident economy and purchases services in another
economy. Examples of such exports of services are
the provision of services to tourists, provision of
medical treatment to non-residents, and provision of
education services to students from other economies.

1.4  On the other hand, with globalisation of the
world economy, reinforced by better communications
and transport facilities and trade liberalisation
policies, it is popular for multinational enterprises to
expand their operations by providing services to
customers in another economy through setting up
affiliated companies abroad. Examples are banking
services supplied by a subsidiary of a foreign bank,
and medical services provided by a foreign-owned
hospital.

1.5 As foreign affiliates established in Hong Kong
are resident entities which ordinarily operate in Hong
Kong, their services provided in Hong Kong are not
included in the conventional TIS statistics.
Similarly, services provided by affiliates of Hong
Kong companies located in other economies to the
local customers are not included in the conventional
TIS statistics.
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1.6 In view of the importance of the mode of
services supplied by multinational enterprises via
setting up foreign affiliates as mentioned above, the
Census and Statistics Department (C&SD) has
developed a statistical framework for compiling
“foreign affiliates statistics (FATS)”. FATS
complement the conventional TIS statistics and
provide useful indicators for better understanding and
monitoring of the phenomenon of globalisation.

1.7 FATS of Hong Kong are compiled in
accordance with the recommendations given in the
Manual on Statistics of International Trade in
Services 2010 (MSITS 2010). Foreign affiliates
covered in FATS refer to “majority-owned foreign
affiliates (MOFAs)”, which are defined as firms with
a single foreign investor, or an associated group of
foreign investors acting in concert, owning more than
50% of the voting power. The concept of majority
ownership of voting power is used to ensure final
management control of MOFAs by the foreign
investors.

1.8 This article briefly describes the statistical
system for compiling inward FATS, i.e. statistics on
the operating characteristics of foreign affiliates
located in Hong Kong, and presents selected inward
FATS of Hong Kong for 2019. It is an update of
similar articles on the same subject published in
preceding years.

2. Concepts, coverage and data

sources of inward FATS

2.1 Inward FATS measure the commercial
presence of foreign service suppliers through setting
up affiliates in the local economy. These statistics
cover selected operating characteristics of the inward
foreign affiliates, e.g. employment, value added,
compensation of employees and exports and imports
of goods and services, reflecting the economic
contributions and impact that such foreign affiliates
bring to the local economy.
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2.2 Hong Kong’s inward FATS are compiled
mainly based on data of establishments collected
through the Annual Survey of Economic Activities
and the Annual Survey of Imports and Exports of
Services conducted by C&SD as well as external
merchandise trade statistics. Besides, information
on the source of investment as obtained from the
Survey of External Claims, Liabilities and Income
conducted by C&SD is used for identifying MOFAs
in Hong Kong.

3. Inward FATS of Hong Kong

3.1 In 2019, there were around 11 100 MOFAs in
Hong Kong. They employed 853 000 persons in
Hong Kong, decreased by 0.4% when compared with
2018. In terms of total employment, the
contribution of MOFAs in Hong Kong was 22.2%.
Value added contributed by MOFAs in Hong Kong
amounted to $946.7 billion in 2019, down by 1.7%
over 2018. In terms of Gross Domestic Product at
basic prices, the contribution of MOFAs in Hong
Kong was 34.6%. (Table 1 and Chart 3)

Inward FATS analysed by immediate investing
country/territory

3.2  Analysing inward FATS of Hong Kong by
immediate investing country/territory, in terms of
employment in Hong Kong, the British Virgin
Islands (BVI), the United Kingdom (UK) and
Bermuda were the largest immediate investing
countries/territories of MOFAs in 2019, contributing
32.3%, 11.2% and 8.4% respectively of the total
employment engaged by MOFAs in Hong Kong.
(Chart 1a)

3.3 Regarding value added, the BVI, the UK and
the mainland of China (the Mainland) were the
largest immediate investing countries/territories of
MOFAs in Hong Kong in 2019, contributing 25.1%,
15.9% and 10.6% respectively of the total value
added generated by MOFAs in Hong Kong.
(Chart 1b)
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Chart1 Percentage share of majority-owned foreign affiliates in Hong Kong analysed by
immediate investing country/territory, 2019
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34 Tablel presents the principal statistics in

respect of MOFAs in Hong Kong analysed by
immediate investing country/territory for 2018 and
2019.

3.5 Comparing 2019 with 2018, the total value of
business receipts and other income of MOFAs in
Hong Kong increased by 1.1%. While
compensation of employees of MOFAs in Hong
Kong increased by 1.8% in 2019, operating expenses
increased by 1.6%. (Table 1)
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Table 1 Principal statistics of majority-owned foreign affiliates in Hong Kong analysed by
immediate investing country/territory, 2018 and 2019
eI i ‘
R R EAUA 12 B %7 B
BEAR WinEE Business receipts  Compensation of Operating
Employment Value added and other income employees expenses
FAE FAE 4R 4R HAE
LIRS L LES U LRSS L LES o FIIES
Year- +f& Year- +f& Year- {8 Year- +f&  Year-
E YA T A on-year #5JT on-year #5JT on-year #JT on-year #5JT on-year
Country/ 4 Thousand change HKS$ change HKS$ change HKS$ change HKS change
Territory Year  persons (%) billion (%) billion (%) billion (%) billion (%)
LR T 2018 282 +2.8 2513 +85 11200  +3.8 1072 +22 7274 +6.0
HE 2019 275 2.2 237.8 -5.4 1,028.6 -8.2 108.9 +1.6 588.5 -19.1
British Virgin
Islands
HE 2018 98 +50.6 723  +39.1 289.3 +10.6 44.6 +9.2 127.1 +0.4
United 2019 96 -2.0 150.4 +107.9 4435 4533 633 +42.0 194.0 +52.6
Kingdom
Hh ] Y 2018 45 4252 87.2 -0.7 478.4 -0.3 22.1  +15.6 2377 +16.0
The mainland 2019 48 +6.2 100.1 +14.7 540.6 +13.0 254 +14.8 271.3 +14.1
of China
EH 2018 68 -7.6 979 +11.0 362.0 +7.4 54.0 +3.5 214.6 +6.5
United States 2019 68 -0.4 83.0 -15.3 330.7 -8.7 53.9 -0.3 214.6 +0.0
of America
IEE- YN 2018 69 +1.0 61.7 +11.2 300.4 +0.2 26.8 +4.1 106.3 +9.9
Bermuda 2019 72 +5.0 65.4 +6.0 330.4 +10.0 26.1 -2.5 1248 +174
HA 2018 58 -4.7 57.4 -0.1 745.9 -1.2 25.3 +1.6 675.3 2.0
Japan 2019 58 -1.5 53.7 -6.3 797.8 +7.0 23.7 -6.1 729.5 +8.0
Hrhnss 2018 34 429 445 439 3663 +21.1 229  +3.8 3029  +253
Singapore 2019 34 +1.1 48.8 +9.7 359.9 -1.8 263 +14.8 293.3 -3.1
it 2018 27 +3.9 37.6 +0.3 220.8 -3.6 26.6 +2.9 168.6 24
Switzerland 2019 27 -1.0 37.6 +0.1 2544  +15.2 25.3 -4.8 207.4  +23.0
EE 2018 20 -7.6 30.1 +10.9 112.6 +17.1 15.1 -4.7 68.5 +15.9
France 2019 19 -5.4 28.6 -4.7 113.1 +0.5 15.2 +0.8 72.6 +6.0
HAt 2018 156 -12.4 222.7 +8.6 994 .4 -1.0 107.3 +1.1 668.2 4.1
Others 2019 156 +0.3 141.2 -36.6 847.0 -14.8 91.8 -14.5 651.7 -2.5
FiEB%R. 2018 857  +2.4 962.6 +8.8  4,990.2  +3.0 4518 +3.3 3,296.6  +3.8
= 2019 853 -0.4 946.7 -1.7 50460 +1.1 459.8  +1.8 3,347.8 +1.6
All countries/
territories
SR BRI T ARG o (B RIECEE DI A AT e AR BN BT - Notes : Figures may not add up to total due to rounding.
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Year-on-year percentage changes are derived from unrounded
figures.

Countries/Territories are sorted in descending order of their value
added in 2019.
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Inward FATS analysed by ultimate investing
country/territory

3.6 Apart from the immediate investing country/
territory, the origin of investment of MOFAs can also
be analysed by ultimate investing country/territory
(i.e. country/territory of the ultimate controlling
institutional unit). While the immediate investing
country/territory of an MOFA is the country/territory
of the first foreign parent in the chain of ownership
of the MOFA, its ultimate investing country/territory
is the country/territory of the first enterprise in the
chain of ownership that is not controlled by another
enterprise (i.e. no other unit holds more than 50% of
the voting power of the ultimate controlling
institutional unit). The ultimate investing country/
territory is the country/territory that ultimately
controls this MOFA, and derives most of the benefits
from controlling the MOFA.

3.7 The immediate investing country/territory of
an MOFA is not necessarily the same as its ultimate
investing country/territory. Among these MOFAs,
some in Hong Kong can have other Hong Kong
establishments as their ultimate investors.

3.8 Analysing inward FATS of Hong Kong by
ultimate investing country/territory, in terms of
employment in Hong Kong, Hong Kong, the UK and
the United States of America (USA) were the largest
ultimate investing countries/territories of MOFAs in
2019, accounting for 30.7%, 15.1% and 11.1% of the
total employment engaged by MOFAs in Hong Kong
respectively. (Chart 2a)

3.9 Regarding value added, Hong Kong, the
Mainland and the UK were the largest ultimate
investing countries/territories of MOFAs in Hong
Kong in 2019, contributing 20.6%, 18.9% and 17.3%
respectively of the total value added generated by
MOFAs in Hong Kong. (Chart 2b)
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Chart2 Percentage share of majority-owned foreign affiliates in Hong Kong analysed by
ultimate investing country/territory, 2019
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% 91 8.3% 7 4.9% - (£2) and other income as well as operating expenses of

MOFAs owned by the Mainland increased by 8.3%
and 4.9%. (Table 2)

FASETHT 202147 H FA8 Hong Kong Monthly Digest of Statistics July 2021
FEAFITHE BUFSETERE Census and Statistics Department, Hong Kong Special Administrative Region



R2 2018 R 2019 FHHEERERR BRI DT RIRIMER 2 BRI D SRR

FEGEIRT

Table 2 Principal statistics of majority-owned foreign affiliates in Hong Kong analysed by
ultimate investing country/territory, 2018 and 2019

SRS i ‘
N B EAA 1B &% BERX
PN BEIE{E Business receipts Compensation of Operating
Employment Value added and other income employees expenses
4R i i 4R i
Year- +f& Year- +f& Year- +f& Year- +f& Year-
BxR HhE T A on-year T on-year #IT on-year 5T on-year 5T on-year
Country/ £ Thousand change HKS$ change HKS$ change HKS$ change HKS$ change
Territory Year persons (%) billion (%) billion (%) billion (%) billion (%)
Ttk 2018 268 +0.4 203.3 +5.9 912.1 +7.4 99.0 -0.8 600.7 +6.5
Hong Kong 2019 262 -2.1 195.2 -4.0 856.5 -6.1 101.0 +2.0 548.7 -8.7
o 7] Ay 2018 78 +17.2 159.8 +9.5 811.5 -3.8 44.3 +5.7 375.2 +3.7
The mainland 2019 82 +5.3 179.3 +12.2 878.5 +8.3 47.5 +7.1 393.6 +4.9
of China
HE 2018 131 +4.2 162.9 +18.2 472.1 +5.1 71.7 +2.2 189.6 +4.0
United 2019 129 -2.0 163.8 +0.6 471.2 -0.2 72.0 +0.4 191.7 +1.1
Kingdom
ZEH 2018 96 +0.9 1409  +10.8 668.3 +8.4 80.1 +8.7 454.1 +7.3
United States 2019 95 -1.5 122.6 -13.0 634.8 -5.0 82.5 +3.0 464.0 +2.2
of America
H AR 2018 66 -3.8 62.1 2.2 851.6 -1.9 30.5 +1.4 773.8 2.2
Japan 2019 64 -3.0 58.7 -5.5 885.9 +4.0 28.7 -6.0 812.3 +5.0
EE 2018 32 -4.7 44.0 +21.9 172.5 +7.9 19.1 -6.2 89.7 +3.9
France 2019 32 +1.0 39.8 -94 177.0 +2.6 19.6 +2.8 90.5 +0.9
Fat 2018 26 +3.6 34.7 -0.5 201.5 -1.1 23.7 +3.3 152.3 -1.5
Switzerland 2019 25 -2.5 352 +1.4 2304 +143 23.4 -1.5 181.3 +19.0
gy 2018 21 +4.3 277 +19.6 85.5 +7.9 11.8 +15.8 52.0 +3.9
Singapore 2019 22 +48 33.1  +19.4 84.6  -1.1 141  +19.9 407  -21.8
o 2018 9 -20.2 123 +15.5 1240 +17.3 4.4 -6.6 1039 +16.6
Taiwan 2019 9 -0.1 11.9 -3.0 119.2 -3.9 4.5 +2.8 102.0 -1.8
Al 2018 130 +4.8 1149  +1.0 6912  +3.2 672  +55 5054  +6.9
Others 2019 133 +2.5 107.0 -6.9 708.1 +2.5 66.6 -0.9 523.1 +3.5
FiEBZ, 2018 857 +2.4 962.6 +8.8 4,990.2 +3.0 451.8 +3.3 3,296.6 +3.8
& 2019 853 -0.4 946.7 -1.7 5046.0  +1.1 459.8  +1.8 33478  +1.6
All countries/
territories
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Notes : Figures may not add up to total due to rounding.

Year-on-year percentage changes are derived from unrounded

figures.

Countries/Territories are sorted in descending order of their value

added in 2019.
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Inward FATS analysed by major industry grouping

3.12 Chart 3 presents the number, employment and
value added in respect of MOFAs in Hong Kong in
2019 analysed by selected industry grouping.

3.13 The significance of MOFAs varies across
different industry groupings. In 2019, the
contribution of MOFAs was the most significant in
the financing and insurance, real estate, professional
and business services sectors, at 45.9% in terms of
employment and 60.6% in terms of value added in
respect of the entire industry grouping.
Nevertheless, there were around 3 300 MOFAs in
this industry grouping, representing only 5.1% of the
total number of establishments in this grouping.
(Chart 3)

3.14 Other principal statistics regarding business
receipts and other income, compensation of
employees and operating expenses of MOFAs in
Hong Kong analysed by selected industry grouping
can be found in Table 3.

Exports and imports of goods and services

3.15 Table 4 presents the value of exports and
imports of goods and services in respect of MOFAs
in Hong Kong for 2018 and 2019.

3.16 In 2019, exports of goods and services of
MOFAs increased by 2.6% when compared with
2018 to $1,626.6 billion, while imports of goods and
services decreased by 4.6% to $1,442.4 billion.
(Table 4)
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Chart3 Number, employment and value added in respect of majority-owned foreign affiliates
in Hong Kong by selected industry grouping, 2019
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Figures in square brackets refer to the percentage shares

attributable to the MOFAs in the respective industry groupings.

(1) The denominator used for deriving the percentage share is the

sum of number of establishments in the industry groupings
specified in the above chart.

and gas

supply,

Including mining and quarrying, manufacturing, electricity
and water supply,

sewerage, waste

management and remediation activities.

Accommodation services sector covers hotels, guesthouses,

boarding houses and other establishments providing short
term accommodation.
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Table 3 Principal statistics of majority-owned foreign affiliates in Hong Kong analysed by
selected industry grouping, 2018 and 2019

FEBULE
B REAA . ‘
% Business & 5% BIERY
No. of PN BEIE{E receipts and  Compensation Operating
establishments Employment Value added other income of employees expenses
FAE FAE FAE FAE A FAE
Year- Year- +{& Year- +{& Year- & Year- F+{& Year-
on-year TN on-year T on-year ST on-year  HEJT on-year ST on-year
TT85 4  H(H change Thousand change HKS$ change HK$ change HKS$ change HKS$ change
Industry grouping Year No. (%)  persons (%) billion (%) Dbillion (%) Dbillion (%) billion (%)
TEO 2018 100 -4.2 19 -0.6 76 +1.6 1153 +5.8 56 +53 98.6 +7.5
Industrial sector" 2019 100  +29 20 +3.4 83 +9.0 1226 +6.3 57 23 106.6 +8.1
BFREEEGEE 2018 200 +1.7 38 417 300 47 1152 439 221 34 855 459
Building and 2019 200 +3.9 38 +0.6 338 +12.5 114.1 -1.0 249 +12.7 80.0 -6.4
construction sectors
WHOE S ~ ks 2018 5800  +3.2 294  +0.8 309.6 +14.5 2,7874 +3.8 1142 +4.8 24275 +3.1
ZEELAEE® 2019 5900 +1.3 285 3.0 2626 -152 27322 20 1083  -52 24561  +1.2
FHE BB
Import/export,
wholesale and retail
trades, and
accommodation®
and food services
sectors
MEI - AR R 2018 1500 +6.9 133 +3.0 123.6 +5.1 477.5 +7.2 57.6 +3.4 347.2 +4.0
AR5 2E LA R B 2019 1600 +4.0 133 -03 1226 09 4688  -1.8 600 +42 3437  -1.0
Rk 2
Transportation, storage
and courier services,
and information and
communications
services sectors
SRR R~ HrEE - 2018 3200 +8.9 373 +3.7 491.7 +7.4 1,494.8 +0.1 2524 +3.1 337.8 +7.3
BRERERIREE 2019 3300 +1.5 377  +12 5194 456 1,6084  +7.6 2609 +34 3614  +7.0
Financing and
insurance, real
estate, professional
and business
services sectors
DTS4 RI4EET 2018 10900  +5.2 857 424 962.6 +8.8 4,990.2 +3.0 451.8 +3.3 3,296.6 +3.8
Total of industry 2019 11100 +1.8 853 -0.4 946.7 -1.7 5,046.0 +1.1 459.8 +1.8 3,347.8 +1.6
groupings above
SRR 0 R URE ARG o (BN B A B AR ER AT - Notes : Figures may not add up to total due to rounding.
PR R R DREE T T - Year-on-year percentage changes are derived from unrounded
figures.
(1) BEFEERE R A E - BUE%E - EHRRAMEM R E (1) Including mining and quarrying, manufacturing, electricity and
RAKELIE ~ J57KEEHE - R B K5 ALl a EE) - gas supply, and water supply, sewerage, waste management and
remediation activities.
Q) EERBEEIEEE - BiE - iRa MR AT (2) Accommodation services sector covers hotels, guesthouses,
TEIR TSRS BE AT - boarding houses and other establishments providing short term
accommodation.
FASETHT 202147 H FAI12 Hong Kong Monthly Digest of Statistics July 2021

ERBHTHE BUSETR

Census and Statistics Department, Hong Kong Special Administrative Region



4
B ARYEE

2018 R 2019 SEAEFRAVSINER 2 RBIERFE Y STI R B in H T R T B AR 58t R

Table 4 Value of exports and imports of goods and services of majority-owned foreign
affiliates in Hong Kong, 2018 and 2019

B DS e B H E B O SR R s iy A Y {E R
Value of exports of goods and services Value of imports of goods and services
_ A BEPR _ A EEPR
F +EET Year-on-year change +EET Year-on-year change
Year HKS billion (%) HKS billion (%)
2018 1,585.0 +10.0 1,512.3 +10.5
2019 1,626.6 +2.6 1,442 .4 -4.6
R HESTEOREURSCHEMNETFTE - Note : Year-on-year percentage changes are derived from unrounded
figures.
4. MR RI X EBEH B FRHA 4. Caution in interpreting inward
ERNEIR FATS
4.1  GRBUYNRY MRS ST nIE B E 4.1 While inward FATS are compiled as useful

FEINAR 7y SRR AT AR AR TR Bh YA I FE R -
(EAERIRE ARG T B R B LU N IR

()  ARESINER SRR > SRR %
B A RS (B 50% DL Ry
B —SIMEEETR) B (BIFRCE
BT T (B ) A
WA B BT E RN ERIA TR E > &
HLL 10% RIAREME R E EREREHY
R

e VANSIE Vs RN FEE 4 YESR
Ty TS HE SR A R B R 2
BN SRS SR SEET - A EiE 1%
BACRAVE ey AR

(i) (REEIMNIA 2 BRI oy SO e
%~ MEROESE - DU G KB AR
SEHVROE R RUR RN o

(i)

(iv) EIRAEINIE ZBEAET ST s
R EBR R ER - B
R R E R S -

(V) R4 NEESEIMEA S ERI R R E

RE R R B B
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measures of economic activities of foreign affiliates
in Hong Kong, caution should be taken in the
following aspects when interpreting the statistics :

(@

(i)

(iii)

(iv)

™)

FA13
Census

The majority ownership concept of MOFAs
(i.e. more than 50% of the voting power being
owned by a single foreign investor) differs
from the rules relating to direct investment
ownership in the Sixth Edition of the Balance
of Payments and International Investment
Position Manual. In the latter case, 10%
voting power is used as the lower threshold for
direct investment.

If a firm is identified as an MOFA, figures
relating to its operating characteristics are
entirely included in the inward FATS. No
apportionment by percentage of source of
investment is made to its contributions.

Economic contributions of MOFAs in the
agriculture, forestry and fishing industry and
the social and personal services industry are
assumed to be negligible.

If there is no information about the ultimate
investing country/territory of an MOFA, it is
imputed to be the same as the immediate
investing country/territory.

In Table 4, imports and exports of goods
involved by majority-owned foreign freight
forwarders were excluded.
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