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Introduction
One of the key developments impacting the world 
economy in recent years is the reconfiguration of 
global supply chains. This shift began as an outgrowth 
of geopolitical tensions between the United States 
and China but has expanded as the second Trump 
administration has increased tariffs on a broad range of 
U.S. trading partners. Pandemic restrictions, particularly 
in China, also induced many companies to diversify their 
sourcing.

Changing calculations of risk and competitiveness 
are influencing corporate decisions, as businesses 
are placing growing importance not only on cost but 
on rising trade barriers, security, and supply chain 
diversification. A key question as U.S. and other 
businesses make long-term trade and investment 
decisions is what these new patterns will look like.

Executive Summary

What it Driving Change in Global Economy 
Chains?

The reconfiguration of global supply chains is 
accelerating, driven by competitive dynamics and 
global risk. Cost, rising trade barriers, security, and 
environmental pressures are all contributing to a 
growing focus on diversification.

Corporate responses include reshoring, nearshoring, 
and friendshoring, with parallel or redundant supply 
chains being developed to ensure continuity and 
resilience. Reflecting trade agreements but also a 
preference for proximity, supply chains are becoming 
more regional.

Tariffs and U.S. Trade Policy

The tariffs imposed in 2025 on all U.S. trading partners 
including Hong Kong and the Chinese Mainland are 
intended to reduce the U.S. trade deficit, generate 
federal revenue, and incentivize U.S. and other 
companies to return or move their production from 
overseas to the United States. All countries have a 
baseline rate of 10%. Tariffs of 50% on imported steel 
and aluminum and industry-specific tariffs of 25% 
on autos and auto parts are also in place for nearly 
all countries, and there is an additional 40% penalty 
tariff for goods deemed to have been transshipped 
to evade other applicable tariffs. Country-specific 
reciprocal tariffs placed by the United States on trading 

partners worldwide have led to bilateral negotiations 
and differential rates among U.S. trading partners. For 
example, as of December 2025, Vietnamese exports 
are subject to a 20% rate, while the rate is 19% for 
neighboring Cambodia, Thailand, and Malaysia. 
Mexican exports that are USMCA-compliant have 
no tariff but for other goods the rate is 25% (except 
for potash at 10%). The rate for India is 25% plus a 
secondary tariff of 25% due to India’s imports of Russian 
oil (so 50% but likely to change). EU goods face a 15% 
tariff, the UK 10%, and South Korea 15%, all with some 
exceptions.

These differential tariffs have important implications for 
investment decisions and global supply chains. Global 
businesses are also considering separate strategies for 
U.S. and non-U.S. trade.

China and Changing U.S. Supply Chains

Many companies are considering their future 
investment in the Chinese Mainland, in the wider Asian 
region, and around the world. While U.S. companies 
producing in China for the China market are likely to 
remain, a significant number have already shifted or 
are considering shifting some production to other 
countries—principally Vietnam and other sites in 
Southeast Asia, India, and Mexico. Parallel or auxiliary 
supply chains (China +1) are being developed to reduce 
over-reliance on any single source.
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Many U.S. companies, however, remain deeply engaged 
in China and are committed to a presence there. How 
these companies engage is often tied to regional 
supply chains. One factor is China’s dense concentration 
of component and other suppliers—particularly in 
Guangdong Province and China’s Greater Bay Area 
(GBA)—which is not easily replicable.

China’s Greater Bay Area

Understanding supply chains in Asia requires an 
understanding of China’s Greater Bay Area, a region 
in Southern China that links Hong Kong, Macao, and 
nine cities in Guangdong Province. Each of the three 
jurisdictions is targeted for specific roles: Guangdong 
Province as a pilot zone for reform and a primary 
base for advanced manufacturing and modern 
service industries, building on targeted technology 
and innovation clusters; Macao as a pilot zone for 
sustainable development and intercultural activity, 
building on leisure industries and tourism; and Hong 
Kong as an international financial, services, trade, and 
transportation center, focused principally on finance, 
professional services, and technology innovation. 
Within the GBA, Hong Kong is uniquely positioned 
as a regional platform for global businesses. Assets 
that differentiate Hong Kong within the region include 
its common law system and transparent adjudicatory 
processes for resolving commercial disputes, strong 
intellectual property protection, a zero-tariff rate, 
open markets, the widespread use of English, and 
a cosmopolitan environment attractive for overseas 
business executives. These factors and its status as a 
global financial and business center, proximity to the 
Chinese Mainland, and positioning in the GBA offer 
significant avenues for global companies to tap regional 
supply chains and address the Chinese Mainland 
market.

Chinese Mainland companies, including those in the 
GBA, are also looking to “go global,” with Southeast 
Asia as a preferred destination. As a regional business 
platform, Hong Kong is playing a key role. This 
includes channeling the Chinese Mainland’s outbound 
investment to Southeast Asian markets. Its super-
connector role also positions Hong Kong as an enabler 
of global companies looking to access regional supply 
chains and service the Chinese Mainland market.

Markets and Regional Supply Chains

Hong Kong offers U.S. and other exporters a potential 
entry point to the Chinese Mainland market by 
capitalizing on supply chain advantages, including those 
stemming from trade agreements such as RCEP (the 
Regional Comprehensive Economic Partnership), and 
particularly CEPA (the Mainland and Hong Kong Closer 
Economic Partnership Arrangement), which enables 
tariff-free entry for products that meet the agreement’s 
domestic content standards. Service providers can also 
access CEPA benefits.

Hong Kong’s distinctive position in regional supply 
chains stems from its external manufacturing 
investment; sophisticated financial services; 
manufacturing, professional, and headquarters services 
such as design, quality control, IP management, and 
compliance; technology research and innovation; 
and common law legal system. Initiatives such as the 
Northern Metropolis now under development, and its 
Hetao Shenzhen Hong Kong Science and Technology 
Innovation Cooperation Zone, aim to strengthen Hong 
Kong’s position as a connector for global technology 
and advanced manufacturing companies looking to 
leverage the region’s supply chains and deepening 
economic integration.
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What Is Driving Change in Global Supply 
Chains?
Global supply chains are increasingly vulnerable to a 
mix of interconnected risks, amplified by geopolitical 
shifts, environmental pressures, and technological 
dependencies.

GEOPOLITICS AND TRADE POLICIES: Tariffs put in 
place between the United States and China during the 
first Trump Administration largely remain in place and 
in some areas have been amplified. Worldwide tariffs 
announced by the United States in 2025 have increased 
uncertainty in the trading system as negotiations have 
been stop-and-go and country-level tariffs have seen 
wide swings. Several near-term consequences have 
emerged: investment has slowed due to uncertainty 
regarding the rules, all countries exporting to the United 
States are seeing higher tariffs, and the differentials 
between those rates are creating competitive 
advantages and disadvantages on a country-by-country 
basis.

SUSTAINABILITY: Pressure is growing to reduce the 
carbon footprints of supply chains. California, for 
example, has enacted legislation (SB 253) requiring 
companies with annual revenue exceeding US$1 billion 
that operate in the state (even if they are headquartered 
elsewhere) to report their greenhouse gas emissions, 

including indirect emissions from suppliers.1 
Multinational corporations may also need to include 
emissions from global operations connected to their 
business activity in California.2 

TECHNOLOGY: Technology, including AI, is improving 
supply chain efficiency, transparency, and risk and 
inventory management.

In response, companies are pursuing several strategies:

	■ Responding to tariffs, some production is being 
reshored to the United States;

	■ Reflecting trade agreements but also proximity, 
supply chains are becoming more regional;

	■ To ensure security, some production is being 
friendshored to countries that are politically aligned;

	■ For the same reason but also to shorten supply 
chains, lower costs, and reduce carbon footprints, 
some production is being nearshored;

	■ Parallel or redundant supply chains (e.g., China+1) 
are being developed to reduce overdependence on 
any single source of supply.

Tariffs and U.S. Trade Policy
The Federal Reserve Bank of San Francisco has 
calculated the price-based content of goods imported 
to the United States both for personal consumption and 
as investment in equipment, focusing on all countries 
but in particular on the leading sources of U.S. imports: 
China, Mexico, Canada, and the European Union.

The vast majority of goods and services sold in the 
United States are produced domestically—about 91% 
for personal consumer purchases and about 62% for 
business investment in equipment. Items labeled as 
imports can also include value added domestically, just 

as goods labeled as Made in USA can include imported 
parts. A good way, then, to measure the actual value 
of imports is by import content (the value of imports 
less domestic value added). This shows a very diverse 
pattern, with considerable differences between sectors. 
With regard to motor vehicles and parts, for example, 
nearly 8% of consumption spending in this category can 
be traced to imports from Mexico, and 22% to imports 
in total. Approximately 7% of consumption expenditures 
on clothing and footwear can be traced to imports from 
China, and about 28% to imports in total. Looked at 
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differently, 78% of autos and auto parts sold for personal 
consumption in the United States is of domestic origin, 
and 72% of clothing and footwear consumed in the 
United States is of domestic origin.3

The Bank’s report also finds that the import content 
of investment goods (e.g., industrial equipment) is 
higher than it is for consumer goods. This means that 
the impact of tariffs is greater for industrial products 
than for goods used for personal consumption. For 

example, if completely passed on through finished 
goods, a hypothetical across-the-board tariff of 25% 
would raise the cost of industrial goods by an estimated 
9.5% compared to about 2.2% for consumer goods. 
In other words, tariffs can have very different impacts 
on different classifications of goods, and the increased 
cost of capital expenditures induced by tariffs is a factor 
that can particularly influence business investment 
decisions.4 

EXHIBIT 1

Goods import content by personal consumption expenditures
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The tariffs imposed in 2025 on all U.S. trading partners 
including Hong Kong and the Chinese Mainland are 
intended to reduce the U.S. trade deficit, generate 
federal revenue, and incentivize U.S. and other 
companies to return or move their production from 
overseas to the United States.

China is a major focus. Excluding trade in services, 
the U.S. deficit with China was US$418.2 billion in 
2018 at the start of the trade war launched during 
the first Trump administration,5 and US$295.5 billion 
in 2024 at the end of the Biden Administration.6 The 
deficit reduction can be attributed to several factors 

EXHIBIT 2

Goods import content by private investment in equipment
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including tariffs, bilateral political tensions, and the 
diversification of production away from China as both 
U.S. and Chinese Mainland companies have shifted 
manufacturing activity to Southeast Asia, India, Mexico, 
and other countries (a strategy sometimes referred to as 
China+1.) For example, while most Apple iPhones sold 
in the U.S. were still being produced in China in 2024, 
Apple is rapidly shifting U.S.-bound iPhone production 

to India.7 Southeast Asia is another major destination 
for investment. In the first half of 2025, China (including 
Hong Kong) was responsible for over 800 new 
investment projects in Vietnam—more than any other 
country.8 Largely reflecting this shift, the U.S. goods 
trade deficit with Vietnam grew from US$39.5 billion in 
2018 to US$123.5 billion in 2024.9 

EXHIBIT 3

U.S. Balance of Trade in Goods with Top 15 Trade Partners, 2014–2024

Data Source: U.S. Census Bureau, “U.S. Trade in Goods by Country” Visualization: Bay Area Council Economic Institute

U.S. trade with Hong Kong needs to be understood 
in the context of tariffs and trade with the Chinese 
Mainland, as trade policy toward China on the whole 
has become more restrictive. Aimed at leveling the 
playing field by addressing trade barriers and trade 
deficits, reciprocal tariffs are intended to mirror or 
respond to tariffs other countries place on American 

exports. Additional special tariffs may also be imposed 
for specific products and conditions, creating a tariff 
stack which results in a cumulative duty that increases 
the final cost of various imported items.10

Tariffs enacted during the first Trump administration 
were kept by the Biden administration, with modest 

)
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increases enacted in September 2024 and January 
2025. In the first six months of 2025, new U.S. tariffs 
were imposed (and in some cases suspended and 
reimposed). Since February 2025, Hong Kong has been 
treated the same as the Chinese Mainland for purposes 
of reciprocal and subsequent tariffs.11 Following months 
of volatility, the trade deal reached between Presidents 
Xi and Trump in November 2025 reduced the U.S. 
reciprocal tariff rate on Chinese Mainland imports 
to 10% (plus another 10% fentanyl-related tariff), an 
arrangement that is expected to last for at least the next 
year.12 

All countries today have a baseline U.S. tariff rate of 
10%. Tariffs of 50% on imported steel and aluminum 
and industry-specific tariffs of 25% on autos and auto 
parts are also in place for nearly all countries, and there 
is an additional 40% penalty tariff for goods deemed 
to have been transshipped to evade other applicable 

tariffs. Country-specific reciprocal tariffs placed by the 
United States on trading partners worldwide have led to 
bilateral negotiations and differential rates among U.S. 
trading partners. For example, as of December 2025, 
Vietnamese exports are subject to a 20% rate, while the 
rate is 19% for neighboring Cambodia, Thailand, and 
Malaysia. Mexican exports that are USMCA-compliant 
have no tariff but for other goods the rate is 25% 
(except for potash at 10%). The rate for India is 25% 
plus a secondary tariff of 25% due to India’s imports of 
Russian oil (so 50% but likely to change). EU goods face 
a 15% tariff, the UK 10%, and South Korea 15%, all with 
some exceptions.13 

These differential tariffs have important implications for 
investment decisions and global supply chains. Among 
other outcomes, global businesses are considering 
separate strategies for U.S. and non-U.S. trade.

China and Changing U.S. Supply Chains
U.S. investment in China has declined since 2018 as 
companies have faced a slowing economy, regulatory 
uncertainty, domestic competition, and increased tariffs. 
The 2025 Business Climate Survey by the American 
Chamber of Commerce in China shows that in 2024 
while 67% of respondents had not considered relocating 
production or sourcing outside of China, 17% were 
already shifting production to alternative locations 
and 13% were considering it. Among tech and R&D 
companies, 25% had started relocating or sourcing 
production outside of China, while another 16% were 
considering it.14 Surveys by the American Chamber of 
Commerce in Shanghai15 and the U.S.-China Business 
Council show similar trends.16 

At the same time, many U.S. companies remain deeply 
engaged in China and are committed to a presence 
there. The U.S. Chamber of Commerce Foundation 
reported in April 2025 that an average of 65.5% of U.S. 
Chamber of Commerce and Association of Corporate 
Council survey respondents said they plan to maintain 
or increase their engagement.17 Nvidia in May 2025 
announced plans to open a new R&D center in Shanghai  
18and Apple has also announced plans to increase its 
investment.19 For many U.S. companies, then, China 

remains a key destination. How they engage will in 
many cases be connected not just to developments 
inside China but to regional supply chains.

When considering sourcing and supply chains, a 
key factor for many companies is China’s dense 
concentration of component and other suppliers, 
particularly in Guangdong Province and China’s Greater 
Bay Area. This depth and diversity, which is not easily 
replicable, limits how quickly some U.S. and other 
global companies can diversify sourcing to other places.

That points to China’s wider role in Asia-Pacific supply 
chains. One example of a global product with a diverse 
sourcing pattern deeply tied to China is the Apple 
iPhone. Designed in the United States, it can in any 
given year incorporate proprietary software developed 
by Apple, flash memory from Japan (Kioxia) or South 
Korea (Samsung), a gyroscope from Switzerland 
(STMicroelectronics), a touchscreen controller from the 
United States (Broadcom), cellular networking chips 
from the United States (Qualcomm), WiFi chips from 
Japan (Murata), a camera from Japan (Sony), audio chips 
from the United States (Cirrus Logic), a battery from 
China (Sunwoda), an LCD screen from Japan (Sharp) or 
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South Korea (LG),20 silicon chips designed in the United 
States and manufactured in Taiwan (TSMC), and screen 
glass from the United States (Corning). Assembly is 

mainly done by Foxconn (Hon Hai Technology Group) in 
China but is growing in India and Vietnam.21 

China’s Greater Bay Area

Guangdong-Hong Kong-Macao Greater Bay Area

Source: Hong Kong Trade Development Council

As suggested by the iPhone example, understanding 
regional supply chains also requires an understanding 
of China’s Greater Bay Area (GBA), a region in Southern 
China that includes Hong Kong, Macao, and nine cities 
in neighboring Guangdong Province: Guangzhou, 
Shenzhen, Zhuhai, Foshan, Huizhou, Dongguan, 
Zhongshan, Jiangmen, and Zhaoqing. Encompassing 87 
million people with an estimated per capita income of 
US$23,800, its combined GDP exceeds US$2 trillion.22 

Building on the “one country, two systems” structure 
that joins Hong Kong and Macao with the Chinese 
Mainland, the goal of the GBA—embedded in national 
economic planning—is to develop an integrated 
economic region in southern China through the 
accelerated internal flow of people, capital, goods, and 
services, thereby expanding its role as a global base 
for manufacturing and innovation. The term “Greater 
Bay Area” is derived from the experience of the San 
Francisco Bay Area, another economically advanced, 
multi-jurisdiction region that today serves as the 
world’s leading platform economy for technology and 
innovation.

Within the GBA, each of the three jurisdictions is 
targeted for specific roles: Guangdong Province as a 
pilot area for reform and a primary base for technology 
and advanced manufacturing; Macao as a pilot city 
for sustainable development and intercultural activity, 
building on leisure industries and tourism; and Hong 
Kong as an international financial, services, trade, and 
transportation center, focused principally on finance, 
professional services, and technology innovation.23 

The region’s logistics network is centered on Hong 
Kong and Shenzhen. Capital flows through Shenzhen, 
Guangzhou, and particularly Hong Kong. Specialized 
industrial and manufacturing clusters in the GBA include 
next-generation information and communications 
(Shenzhen and Dongguan), integrated circuits 
(Guangzhou and Zhuhai), smart equipment and home 
appliances (Huizhou, Zhongshan, and Foshan), green 
petrochemicals (Huizhou), and new energy intelligent 
connected vehicles (Guangzhou, Shenzhen, Foshan, 
Huizhou, Dongguan, and Zhongshan).24 

A deeper regional strategy promotes integration by 
linking selected cities to create strategic clusters. Policy 
tools include investment in infrastructure (airport, road, 
bridge, and rail) to support the efficient movement of 
goods and people; investment in research and scientific 
infrastructure; and regulatory reforms to produce more 
integrated markets for goods, services, and capital. 
Regulators, for example, have relaxed foreign and 
internal customs and immigration controls; harmonized 
selected tax, trade, and investment policies; and 
standardized internal licensing regulations. Cities are 
experimenting with incentives for cross-jurisdictional 
investment and with policies to reduce friction within 
the system, such as the harmonization of small business 
permits and shared driver’s licenses.

In addition to the 55-kilometer Hong Kong-Zhuhai-
Macao Bridge, which was completed in 2018,25 recent 
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logistical investments include:

	■ the Guangzhou-Shenzhen-Hong Kong Express Rail 
Link, which connects Hong Kong West Kowloon 
Station to Shenzhen, Guangzhou, and the Chinese 
Mainland’s high-speed rail system;26 

	■ metro lines in Guangzhou linking the city with Foshan 
and Zhongshan; 27

	■ a 24-kilometer bridge connecting Shenzhen with 
Zhongshan;28 and 

	■ upgrades to Hong Kong and Guangzhou’s airports.29 

Recent regulatory innovations have included:

	■ Cross-Boundary Wealth Management Connect 
(WMC), which enables cross-border investment by 
GBA residents in wealth management products; 30

	■ a GBA Standard Contract, to facilitate agreements 
between commercial parties on the cross-border flow 
of personal data;31

	■ Wanshitong, a public service platform for residents, 
with information on services such as cross-boundary 
journeys, customs clearance, and payment methods 
(residents can also use Wanshitong to process cross-
boundary documents);32 

	■ agreements between jurisdictions, such as pilots 
that allow document-free crossing at boundary 
checkpoints for residents accessing the Shenzhen 
and Zhuhai ports33 and an initiative by Hong Kong to 
facilitate the flow of personnel, materials, capital, and 
data between the Hong Kong Park and Shenzhen 
Parks in the Hetao Shenzhen-Hong Kong Science and 
Technology Innovation Cooperation Zone;34 and

	■ processes for investment approvals that have 
been streamlined and income taxes on businesses 
engaged in government-encouraged industries that 
have been lowered.35 

Hong Kong businesses can establish enterprises in 
Guangdong Province through the representative offices 
of Mainland departments in the city, without leaving 
Hong Kong.36 Hong Kong-invested firms can also set up 
their operations under Hong Kong law and apply Hong 

Kong arbitration rules in Mainland GBA cities.37 For 
many Hong Kong companies, the GBA is a springboard 
to markets in other parts of the Chinese Mainland.

The GBA also benefits from special provisions affecting 
data transfer. In 2023, the Cyberspace Administration 
of China and the Innovation, Technology and Industry 
Bureau of the Hong Kong Special Administrative 
Region (SAR) signed a Memorandum of Understanding 
on Facilitating Cross-Boundary Data Flow within the 
Guangdong-Hong Kong-Macao Greater Bay Area.38 
For the GBA, this marked a partial breakthrough in 
facilitating cross-border data flows, supporting the 
more fluid circulation of data and supporting related 
development. Under the MOU, though still subject 
to national security requirements, personal data 
flows within the GBA benefit from a carve-out, with 
simplified filing processes waiving local documentation 
requirements, and a Digital Policy Office helping 
to reduce compliance burdens.39 With over 100 
agreements concluded between Hong Kong entities 
and the Mainland to date, the GBA Standard Contract 
for the movement of personal data has shifted to a 
fast-track phase. This model can also be used by U.S. 
companies with regional headquarters in Hong Kong.40 

China’s Greater Bay Area remains a work in progress 
but offers opportunities to leverage assets and markets 
in one of China’s most dynamic regions. Within the 
GBA, Hong Kong is distinctly positioned as a regional 
platform for global businesses. Assets that differentiate 
Hong Kong within the region include its common 
law system and transparent adjudicatory processes 
for resolving commercial disputes, strong intellectual 
property protection, a zero tariff rate for imports via its 
status as a free port, open markets (the city was ranked 
the freest economy in the world in the Fraser Institute’s 
Economic Freedom Ratings for 2023),41 the widespread 
use of English, and a cosmopolitan environment that is 
attractive for foreign executives.

Tensions in US-China relations have impacted Hong 
Kong, as the city has become more closely tied to 
the Mainland. But its combination of open markets, 
its status as a global financial and business center, 
its proximity to China, and its positioning in the GBA 
continue to offer pathways for global companies to tap 
regional supply chains and address the China market.
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Markets and Regional Supply Chains
Guangdong Province functions as a major hub for 
global supply chains, linked primarily to production in 
its nine GBA cities. Industry in the province accounts 
for one eighth of China’s total manufacturing activity 
and 4% of global manufacturing activity. Manufacturing 
accounts for one third of Guangdong’s GDP, with 
high-tech manufacturing representing more than 
30% of the industrial value added by businesses with 
revenues exceeding US$2.8 million. The scale of 
manufacturing in Guangdong can be traced to the 
1980s and the early days of China’s market reforms, 
when basic manufacturing took root. The 1990s saw 
an upwards expansion of production to include ships 
and automobiles, followed by growth in the 2000s in 
advanced manufacturing, high technology, and vehicles. 
Besides Fortune Global 500 companies, the province 
is home to 7.2 million small and medium enterprises 
(SMEs), further diversifying its base of production 
through a deep parts and components sector that

serves both Chinese Mainland and international 
companies.42

Hong Kong’s role in the GBA and Asia centers 
principally on services, which accounted for 93.5% of 
its GDP in 2023, as well as logistics (the International 
Shipping Centre Development Index ranked Hong 
Kong as the world’s fourth busiest container port and 
international maritime center in 2024), and outbound 
FDI (the UNCTAD World Investment Report 2025 ranks 
Hong Kong number five in the world for FDI outflows). 
The 2025 Global Financial Centres Index ranks Hong 
Kong number three among global financial centers.43 

Hong Kong enjoys particularly strong ties with other 
GBA cities. A business survey conducted by the Hong 
Kong Trade Development Council in 2022 found that 
almost 70% of respondents had sold directly to Chinese 
Mainland buyers, and of those more than 90% had sold 
to Guangdong Province and its nine GBA cities, with 

EXHIBIT 4

Sales Markets of Hong Kong Companies

Data Source: HKTDC Survey; n=283 (multiple selections allowed) Visualization: Bay Area Council Economic Institute

Zhongshan
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a particular focus on Shenzhen (73.8%), Guangzhou 
(68.8%), Dongguan (43.6%), and Zhuhai (43.3%). 
Products sold were largely manufactured or sourced 
on the Chinese Mainland. Hong Kong also functions as 
a service platform for imported products sold on the 
Mainland.44

Anchored by the GBA initiatives and CEPA (Closer 
Economic Partnership Arrangementt—see below), 
Hong Kong businesses are deeply connected across the 
Chinese Mainland. In 2024, Hong Kong was the Chinese 
Mainland’s third-largest trading partner after the 
United States and South Korea, and the Mainland was 
Hong Kong’s largest supplier of goods, accounting for 
US$274.9 billion in imports, 43.6% of Hong Kong’s total. 
The Hong Kong SAR also operates as a platform for 
outward processing activities, as its infrastructure, trade 
policies, and geographical positioning enable it to serve 
as an entrepot for the Mainland’s trade with the rest 
of the world. In 2024, the value of goods re-exported 
through Hong Kong to and from the Chinese Mainland 
was US$484.5 billion, or 84.3% of Hong Kong’s total 
export trade.45 

Despite tariffs, China continues to import billions of 
dollars in American products—often in consumer goods 
but particularly in sectors that align with its development 
priorities. In 2024, California exported US$15.1 billion in 
goods to China,46 including high-value products. While 
the obstacles to trade and investment have grown, there 
continues to be strong alignment between California’s 
strengths and Chinese Mainland demand. The most 
resilient opportunities will be driven by structural forces 
within China.

Sectors That Benefit From 
Regional Integration
Electric Vehicles

The International Energy Agency reports that in 2024, 
the EV market reached 17 million units globally, with 
China accounting for a 65.3% share, followed by Europe 
(18.5%) and the US (8.6%).47 The industry builds on a 
globalized manufacturing base. Batteries are critical 
components of the EV powertrain, accounting for about 
50% of the total direct costs of an EV, including the 

EXHIBIT 5

Hong Kong External Trade, 2024

Source: HKTDC Research, “Economic and Trade Information: Hong Kong,” October 31, 2025
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cost of critical minerals. The supply of critical minerals 
such as lithium, cobalt, nickel, and rare earth elements 
is highly concentrated, with mining concentrated in 
countries like Australia, Chile, and the Democratic 
Republic of Congo, while China leads in processing and 
refining these materials. Electronics, particularly chips, 
play a major role and come mainly from Western Europe 
and the U.S. (though China is rapidly catching up.) The 
choice of assembly location is influenced by logistics 
costs and the ease of imports and exports. Thus, EV 
assembly is mostly situated in coastal areas that connect 
to major trade routes.48 

EV supply chains and investment are increasingly 
regional. In Southeast Asia, for example, Thailand, 
Indonesia, and Malaysia are attracting significant foreign 
investment in manufacturing and battery plants by 
Chinese Mainland and other global automakers, with 
companies like SAIC-GM-Wuling producing EVs in 
Indonesia and BYD and Great Wall Motors in Thailand.49 
Indonesia’s government is aiming for 600,000 
domestically produced EVs by 2030: Hyundai has a 
plant there50 and BYD is completing construction of a 
US$1 billion plant that will have an annual production 
capacity of 150,000 units.51 Volvo and Mercedes-Benz 
have assembly plants in Malaysia.52 This regional trend, 
China’s large EV market, and trade facilitation through 
regional trade arrangements such as the Regional 
Comprehensive Economic Partnership (RCEP) point 
toward a more integrated EV supply chain in Asia.

Hong Kong is playing a role by channeling investments 
from the Chinese Mainland to other countries. For 
example, according to BKPM (Indonesia Investment 
Coordinating Board) statistics, Indonesia recorded 
US$8.2 billion in realized investment from Hong Kong 
in 2024, surpassing the US$8.1 billion invested directly 
from the Chinese Mainland.53 This suggests that Chinese 
Mainland companies are actively using Hong Kong 
subsidiaries to invest in Indonesian projects. It also 
indicates the pivotal role that Hong Kong appears to 
be playing in financial and other services supporting 
regional supply chain development.

Medical Devices

The global medical device market is expanding, driven 
by aging populations, increased healthcare spending, 

and the rising incidence of chronic diseases. According 
to Fortune Business Insights, the market is expected to 
grow from US$542.21 billion in 2024 to an estimated 
US$886.68 billion by 2032, with a compound annual 
growth rate (CAGR) of 6.5%.54 

The COVID-19 pandemic accelerated changes in 
the medical device supply chain, exacerbating pre-
existing challenges and bringing new issues such as 
manufacturing delays, supply shortages, and logistical 
complications from lockdowns and travel restrictions. 
These disruptions placed strains on healthcare 
systems, suggesting the need for diversification and 
decentralization in manufacturing processes as a way to 
strengthen resilience. As in other industries, reshoring 
and nearshoring are strategies.

China in particular is a growth market for medical 
devices, with significant investment in medical 
technology innovation and manufacturing due to 
changing demographics and supportive governmental 
initiatives.55 Its population is rapidly aging and diseases 
such as cancer are growing. While the government is 
investing in local capabilities, there continues to be a 
structural reliance on imported medical technologies, 
particularly in precision diagnostics, advanced imaging, 
surgical equipment, and hospital systems integration. 
Regulatory reforms have accelerated approval pathways, 
and most high-end hospitals in urban centers prioritize 
quality over cost.56 

Hong Kong’s government has identified biotechnology 
as one of four key areas in its innovation and technology 
strategy, and Hong Kong has emerged as the largest 
IPO center for biotech companies in the Asia Pacific 
Region (APAC).57 In 2024, APAC accounted for almost 
one quarter of the worldwide biotech market.58 
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Climate and New Energy

China’s dual carbon goals—peak emissions by 
2030 and carbon neutrality by 2060—are creating 
policy-driven demand for technologies that support 
decarbonization at scale. Although China leads in 
manufacturing capacity for many green technologies, 
it also imports key components and system-level 
technologies in areas where performance and reliability 
are critical. The International Energy Agency’s 2025 
report on global energy investment notes the continued 
expansion of infrastructure, with energy storage and 
grid modernization at the center.59 A 2025 report from 
China’s National Energy Administration finds that new-
type energy storage deployment has reached 94.9 
GW, with significant demand for balance-of-system 
components and control technologies.60 Substantial 
markets are also developing in areas such as hydrogen 
electrolysis, battery management, power electronics, 
and safety systems.61 

Green shipping and port decarbonization is a distinct 
area where Hong Kong’s interests and capabilities 
align with California’s, leveraging Hong Kong’s 
leadership in data management and green finance. 
Carbon accounting and data services, chain of 
custody tracking, auditor coordination, and attestation 
(verification) play to Hong Kong’s strengths as GBA 
manufacturers upgrade supply chains to meet new 
international standards, including California’s recently 
approved requirement for the disclosure of supply chain 
greenhouse emissions by companies with over US$1 
billion in annual revenue.62 Under California’s policies, 
GBA suppliers will soon need to furnish auditable 
emissions data if they want to retain contracts with 
California-based firms.63 

China is developing national initiatives to meet 
requirements of this kind, including new corporate 
sustainability disclosure standards64 and the Product 
Carbon Footprint Management System.65 A Hong Kong-
based cross-sector green supply chain alliance was 

EXHIBIT 6

Asia Pacific Biotechnology Market

Data Sources: Verified Market Research; Precedence Research Visualization: Bay Area Council Economic Institute
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launched in the summer of 2025 to link the efforts of 
suppliers, academics, and sustainability experts around 
carbon data and procurement transparency.66 In this 
respect, Hong Kong is positioned to act as a bridge 
with manufacturing supply chains in the GBA and China 
for California-based buyers who require transparent 
upstream data.

Hong Kong’s Position in 
Regional Supply Chains
Hong Kong’s position in regional supply chains for 
EV, biotech, and other markets is principally based 
on external manufacturing investment, R&D, and 
sophisticated financial and other services. Its strategy 
focuses on several key sectors: fintech, artificial 
intelligence and data science, health technology 
(biotech), advanced manufacturing, and new energy 
technology.

Manufacturing and Manufacturing Services

With high labor and industrial land costs, manufacturing 
activity in Hong Kong is limited, accounting for only 

0.95% of GDP in 2023 or US$3.6 billion,67 though 
it enjoys strong niches in high-value, small-batch 
production, including prototype manufacturing based 
on R&D in Hong Kong and early-stage production by 
startups. Hong Kong’s historic role in manufacturing 
is as an investor in manufacturing in the GBA and the 
Chinese Mainland, where it accounted for 59.2% of FDI 
in China at the end of 2023 with a cumulative value of 
US$1.68 trillion.68 Approximately 14,000 Hong Kong 
companies manufacture in Guangdong Province’s nine 
GBA cities.69 Many manufacturing companies base their 
research and management in Hong Kong while using 
the GBA for sourcing and production.

Headquarters, Financial, and Professional 
Services

Services account for 91.4% of Hong Kong’s overall 
economy.70 This points to another characteristic of 
Hong Kong’s regional role—headquarters-associated 
central services such as design, R&D, quality control, 
IP management, and compliance (where it plays 
a significant role in ongoing global supply chain 
restructuring), and legal and financial services.

EXHIBIT 7

Presence of Foreign and U.S. Companies in Hong Kong

Note: Other key Asian markets include South Korea and Taiwan. Key European markets include the UK, Germany, France, Switzerland, the 
Netherlands, and Italy. Data Source: Hong Kong SAR Census and Statistics Department Visualization: Bay Area Council Economic Institute
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U.S. and other foreign companies are active, with 
a growing presence in the city. As of June 2024, 
Hong Kong was home to the regional headquarters/
regional or local offices of 9,960 overseas multinational 
corporations (MNCs), with the largest number being 
from China, followed by Europe, Japan, and the U.S. 
(with 1,390 offices, up from 1,351 in 2018).71 

Global companies doing business in the region look to 
Hong Kong for its common law and neutral commercial 
arbitration systems. As of March 2025, 925 local solicitor 
firms and 82 foreign law firms were operating in Hong 
Kong, including more than half of the Global 100 law 
firms, and 37 foreign-registered law firms (including 
Chinese Mainland law firms) had formed associations 
with local firms.72 Building on Hong Kong’s adherence 
to international accounting practices, the city has also 
attracted international accountancy firms, with the 
global Big Four holding the largest share of the market 
through audit services to enterprises listed on the Hong 
Kong Stock Exchange. Other accounting firms serve 
mainly local and Mainland small and medium-sized 
enterprises.73 

Global consulting firms are also active. In October 
2025, Deloitte announced plans to hire 1,000 additional 
people in Hong Kong over the next four years, investing 
US$64 million in the city as a regional and talent hub. 
The expansion will focus on fields such as fintech, capital 
markets operations, and AI as drivers of growth. Deloitte 
China’s 2025 Hong Kong Economic Outlook, which 
informs the strategy, identifies four growth engines: 
financial innovation, supporting Mainland enterprises’ 
global expansion, bolstering regional innovation and 
technology collaboration, and accelerating the green 
transition.74 

Together with legal and accounting services, financial 
services anchor the city’s economy. A key banking and 
financial center in the Asia Pacific region, Hong Kong 
is ranked by The Global Financial Centres Index 38 
(September 2025) edition as the world’s third leading 
financial center after New York and London.75 Its stock 
market is the third largest in Asia and the sixth largest 
in the world, and in the first half of 2025 was the world’s 
largest market for IPO fundraising.76 

Building on these fundamentals, Hong Kong plays a 
particularly important role as a provider of high-value 

manufacturing services, which generate approximately 
42% of GDP. Even where Hong Kong firms have moved 
production elsewhere, corporate headquarters and 
the services associated with them largely remain in 
Hong Kong. Electronics SMEs, for example, may move 
assembly to Vietnam or Thailand for lower costs but 
conduct their R&D and manage intellectual property, 
procurement, quality control, legal, and finance 
functions from Hong Kong.77 

This and its efficient air and port infrastructure enable 
Hong Kong to serve as an intermediary between 
production facilities in the GBA and Southeast Asia 
(ASEAN) and global markets, managing manufacturing 
and supply chain processes and consolidating goods for 
export. Trade agreements such as RCEP and CEPA (the 
Mainland and Hong Kong Comprehensive Economic 
Partnership Agreement) facilitate the movement of 
goods within East and Southeast Asia and to and from 
China. Hong Kong’s financial role is amplified by its 
status as a clearance point for RMB transactions.

Global companies particularly use Hong Kong to 
support regional functions such as training and green 
supply chain management. More than 90% of Chinese 
Mainland enterprises plan to “go global” in the near 
future, with the primary markets of interest being 
countries participating in the Belt and Road Initiative 
(BRI, 95%) and ASEAN (74%). Small and medium-sized 
enterprises in the GBA looking to “go out” to global 
markets use Hong Kong as a service base for trade 
finance, the management of international agreements 
(for example, determining what qualifies a product for 
duty-free treatment), and tax engineering (determining 
how to meet international rules of origin).

As noted earlier, Hong Kong is playing a significant 
role in channeling the Chinese Mainland’s outbound 
investment flows, particularly to ASEAN. In 2024, Hong 
Kong accounted for 6.3% of FDI flowing to ASEAN 
markets, nearly matching the Chinese Mainland’s 8.6%. 
In some key ASEAN markets, Hong Kong’s ranking is 
even higher than the Mainland’s. The top eight investors 
in ASEAN in 2024 were the U.S. (18.6%), Singapore 
(10.5%), the Chinese Mainland (8.6%), the U.K. (8.3%), 
Japan (7.7%), Hong Kong (6.3%), South Korea (3.4%), 
and Taiwan (3.2%).78 
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Digital Services and Data Centers

Digital services are supported by a growing data 
infrastructure, as Hong Kong is connected to twelve 
international undersea cables, ensuring global 
connectivity.79 Low-latency infrastructure and cloud 
services particularly serve the GBA market.80 

While Hong Kong has strong data privacy regulations 
(the Personal Data Privacy Ordinance, or PDPO) and 
the transfer of data generated from within the Chinese 
Mainland to locations outside the Mainland is subject 
to legal frameworks such as China’s Cybersecurity Law, 
Data Security Law, and Personal Information Protection 
Law, Hong Kong itself does not have data localization 
requirements.

U.S. data center companies Equinix and Digital Realty 
operate multiple data centers in the Hong Kong SAR. 
Microsoft also operates data centers, with Microsoft 
Azure (paired with facilities in Southeast Asia) serving 
the Hong Kong and East Asia region. As of mid-2025, 
54 data centers are operating in Hong Kong, with more 
than 400 MW of data center capacity planned by the 
end of 2026.81 

Innovation and R&D

R&D provides another distinctive base for regional 
activity. Key innovation infrastructure includes:

	■ the University of Hong Kong and the Hong Kong 
University of Science and Technology (both ranked 
among the top universities in the world), Hong Kong 
Polytechnic University, and the Chinese University of 
Hong Kong;

	■ the Hong Kong Applied Science and Technology 
Research Institute (ASTRI), which focuses on applied 
research across five technology divisions (Advanced 
Electronic Components and Systems, AI and Trust, 
Communications, IoT Sensing and AI, and Intelligent 
Perception and Control), and applications in six 
areas (Smart City, Financial Technologies, New 
Industrialization and Intelligent Manufacturing, Digital 
Health, Application Specific Integrated Circuits, and 
Metaverse).82 

	■ Hong Kong Science and Technology Park (HKSTP), 

the city’s largest technology ecosystem and research 
and innovation cluster, with a working population of 
approximately 26,000, more than 2,400 innovation 
and technology companies, and more than 
16,000 R&D practitioners;83 HKSTP incorporates 
InnoHK, a center designed to move R&D toward 
commercialization and incubate startups that can 
grow in local and regional markets;84 

	■ Cyberport, a digital tech center with more than 2,300 
companies;85 and

	■ Hong Kong Park in the Hetao Shenzhen-Hong Kong 
Science and Technology Innovation Co-operation 
Zone, now under construction.86 

Ecosystem Opportunities

Startup activity in Hong Kong is particularly strong 
in fintech (electronic banking, blockchain, payments, 
regtech, green finance) and in medtech and biotech, AI/
robotics, logistics, mobility, and smart city infrastructure. 
Supply chain services draw on this base to accelerate 
innovation in finance, customs, and logistics.

Bay Area-connected venture capital firms with an active 
presence include Vivo Capital, Primavera Capital, and 
Hongshan Capital (formerly Sequoia Capital China). 
Other Bay Area tech investors include DCM Ventures 
and Plug and Play (which partners with the Hong Kong 
Science and Technology Parks Corporation). Hong 
Kong’s development as an innovation hub constitutes a 
significant evolution from its historical base in logistics, 
real estate, and banking services, reflecting a strategy 
designed to amplify those traditional strengths through 
investment in enabling technologies.

Looking at the structural opportunities that Hong 
Kong’s ecosystem could potentially present for new or 
established technology companies, a San Francisco Bay 
Area biotech firm could, for example, work from a Hong 
Kong incubator to access both capital and clinical trial 
networks in the GBA. Similarly, fintech companies could 
use Cyberport to scale services into the GBA’s financial 
institutions and networks, and medtech companies 
could potentially work from the Hong Kong Science and 
Technology Park to develop distribution channels in the 
GBA.
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While U.S. companies need to apply for export licenses 
when shipping restricted semiconductor or other 
technology to Hong Kong (which is subject to the same 
restrictions as the Chinese Mainland), the door remains 
open to cooperation on pre-commercial or design-stage 
research that would not involve sending administratively 
controlled technology to China. Because of U.S. 
sensitivities regarding the transfer of advanced 
technology to China, attention would still need to be 
paid to the structure of any agreements and to required 
administrative compliance.

SPOTLIGHT

Funding for Biomedical 
Enterprises
The Hong Kong Exchange’s new listing system 
under Chapter 18A of the Rules Governing the 
Listing of Securities on the Main Board allows pre-
revenue biotech companies to raise funds in Hong 
Kong. The aim is to facilitate the development of 
biotech companies by providing a financing channel 
for companies that are still in the R&D phase but 
have recognized potential. At the end of 2024, 
67 pre-revenue/pre-profit biotech companies had 
successfully listed under this program, collectively 
raising about HK$121.8 billion (US$15.6 billion), with 
97% coming from the Chinese Mainland or overseas. 
As of mid-2025, 73 listings have been concluded, 
collectively raising US$16 billion.87

EXHIBIT 8

Hong Kong’s Growing Startup Ecosystem

Data Source: InvestHK Startup Surveys, 2018, 2019, and 2024 Visualization: Bay Area Council Economic Institute
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SPOTLIGHT

Northern Metropolis
Hong Kong aims to strengthen its regional position 
in R&D and related manufacturing through the 
Northern Metropolis, a 30,000 hectare area (one-
third of Hong Kong’s total size) being developed as 
a new base for innovation and technology industries. 
An industry-led development, it has four strategic 
zones: a high-end Professional Services and Logistics 
Hub, an Innovation and Technology (I&T) Zone, a 
Boundary Commerce and Industry Zone, and a Blue 
and Green Recreation, Tourism and Conservation 
Circle.88 

The Innovation and Technology Zone (I&T Zone) is the 
first to be developed and builds on cross-border GBA 
collaboration. It includes the San Tin Technopole and 
the Hong Kong-Shenzhen Innovation and Technology 
Park (HSITP) with two linked parts, designated 
together as the Hetao Shenzhen Hong Kong Science 
and 

Technology Innovation Cooperation Zone. The 
Zone, covering approximately four square 
kilometers—one from Hong Kong and three from 
Shenzhen—straddling the border between Hong 
Kong and Shenzhen, aims to leverage research and 
innovation in both cities.89 Shenzhen is home to 
many of the GBA’s and China’s leading technology 
companies and is a major Chinese Mainland center 
for entrepreneurial activity.

Biomedicine is a special focus. If, for example, a 
Bay Area biopharma company was doing R&D in 
Hong Kong at the HSITP it would be positioned to 
perform clinical trials and manufacture in Shenzhen. 
If the Hong Kong government then approves a new 
drug or medical device, that drug or device would 
be deemed as approved for sale on the Chinese 
Mainland.90 
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Leveraging CEPA to Address the Chinese 
Mainland Market
Hong Kong’s deep base in business and financial 
services and its growing capacity for R&D connect it to 
the Asia Pacific region but particularly to the Chinese 
Mainland. In this capacity, it offers U.S. and other 
exporters a particular, if limited, entry point to the 

Chinese Mainland market—a potential opportunity in a 
high-tariff import environment. That pathway is CEPA, 
the Closer Economic Partnership Arrangement between 
the Mainland and Hong Kong.

SPOTLIGHT

The Mainland and Hong Kong 
Closer Economic Partnership 
Arrangement (CEPA)
Signed in 2003, CEPA is a free trade agreement that 
links the economies of the Hong Kong SAR and the 
Chinese Mainland. As such, it predates the national 
strategy for the formation of the GBA. Since its 
initial signing, the agreement has been periodically 
updated with further liberalization measures.91 

Under CEPA, the Chinese Mainland imposes zero 
tariffs on imports from Hong Kong that qualify under 
the agreement’s rules of origin (imports prohibited 
by Mainland rules and regulations are excepted). 
To qualify for the preference, goods exported to 
the Chinese Mainland require a Certificate of Hong 
Kong Origin–CEPA (CO–CEPA) issued by the Hong 
Kong SAR’s Trade and Industry Department or by 
one of several Government Approved Certification 
Organizations (GACOs) such as the Hong Kong 
General Chamber of Commerce. As amended in 
2018, the agreement also includes a chapter on 
“Trade Facilitation Measures in the Guangdong-Hong 
Kong-Macao Greater Bay Area,” outlining further 
trade opening measures in the GBA.92 

CEPA also covers trade in services, providing 
preferential treatment for Hong Kong entities when 
setting up businesses on the Chinese Mainland, 
with most service sectors covered. Benefits include 
the allowance of wholly-owned operations, relaxed 
restrictions on equity shareholding, reduced 
registered capital requirements, and relaxed 
restrictions on geographic location and business 
scope. Both “natural persons” and “juridical persons” 
of Hong Kong qualify, a natural person being a 
permanent resident of Hong Kong and a juridical 
person being any legal entity organized under 
applicable laws in Hong Kong (e.g., corporation, 
partnership, or sole proprietorship) with substantive 
operations in Hong Kong.93 

Implemented in 2018, another evolution of the 
original agreement provides (with some exceptions) 
national treatment for investors from Hong Kong in 
all non-service sectors including manufacturing and 
investment in assets. Investment protection measures 
apply to both the service and non-service sectors, 
including restrictions on the expropriation of assets, 
the transfer and return of investments, and the 
simplification of procedures relating to investment. 
The Trade and Industry Department provides Hong 
Kong Investor (HKI) certificates to qualifying Hong 
Kong entities.94 
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Accessing CEPA Benefits 
International companies with a qualified Hong Kong 
presence are eligible to leverage CEPA’s benefits when 
accessing the Chinese Mainland market. This can be 
done by establishing a legal entity in Hong Kong or 
alternatively by partnering with or acquiring a qualified 
Hong Kong company. The manufactured products 
produced in Hong Kong and sold in the Mainland 
market will not be subject to Mainland tariffs. Qualifying 
companies are required to meet Rules of Origin 
thresholds that may consider where production occurs, 
apply a change in tariff heading (CTH) approach, and 
consider local content in a value-added requirement. 
For zero-tariff treatment in some product categories, 
a company’s products must undergo “substantial 
transformation”95 in Hong Kong, with a value-added of 
at least 30%.96 

Companies can subcontract for processing outside of 
Hong Kong and add final finishing to a product in Hong 
Kong before its export to the Mainland.97 Under this 
formula too, if a company manufacturing in Hong Kong 
meets CEPA’s requirements, its products can enter the 
Chinese Mainland duty free. This would, for example, 
allow a U.S. company to establish a base of operations 
in Hong Kong, develop production partnerships in 
the GBA, and export those products to the Chinese 
Mainland under favorable CEPA terms. When 
structuring contracts or joint ventures with Chinese 
Mainland partners, including those in the GBA, a U.S. 

or other company’s Hong Kong entity has the ability 
to select Hong Kong as the governing law and seat for 
arbitration, assuring access to the city’s common law 
framework and significantly mitigating risk with regard 
to trade, investment, intellectual property, and other 
commercial disputes.

Service providers can also access CEPA benefits. 
Currently, the Chinese Mainland has fully or partially 
opened up 95.6% of its service sectors to Hong Kong 
companies. The critical step is to incorporate a legal 
entity in Hong Kong. Under CEPA’s non-discrimination 
principle, a U.S.-owned company registered in Hong 
Kong will be treated as a “local Hong Kong service 
provider” and eligible for CEPA benefits. The entity 
could be a regional headquarters, a project-specific 
company, or a joint venture with a local partner. With the 
recent removal of a qualification requirement of three 
years of substantive operations in Hong Kong, newly 
established companies can access these benefits almost 
immediately.98 

It is important to note that CEPA does not assure 
completely open access to the Chinese Mainland 
market. Factors that can still impact exporters include 
U.S. export controls on sensitive technologies such as 
semiconductors or AI chips.99 Potential barriers on the 
Chinese Mainland side include licensing requirements, 
data location, and regulatory standards in specific 
sectors.

Conclusion
While subject to the same U.S. reciprocal tariffs as the 
Chinese Mainland, Hong Kong as a stand-alone customs 
territory maintains a zero-tariff rate distinct from the 
Mainland and does not impose reciprocal tariffs on the 
import of U.S. goods. This and the exemption from 
tariffs for qualified goods exported from Hong Kong 
to the Chinese Mainland under CEPA position Hong 
Kong as a potential platform for U.S. sales to the China 
market.

Hong Kong’s position in regional supply chains 
stems not only from its relationship with the Chinese 

Mainland in general but from distinct ties with China’s 
Greater Bay Area, of which it is an integral part. 
These relationships are principally rooted in advanced 
professional, financial, and legal services that facilitate 
investment and the cross-border movement of goods, 
as well as in innovation and R&D that complements 
the manufacturing base in the GBA and the Chinese 
Mainland. As global supply chains continue to 
reconfigure, the Chinese Mainland will continue to play 
a major role with Hong Kong an important value-added 
intermediary.
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