


INDUSTRY OUTLOOK AND TRENDS:
PLASTICS INDUSTRY

Highlights

28.3% of respondents in the Hong Kong Plastics industry expect growth in revenues during the
next 1-2 years, while 15.7% expect a drop.

The Hong Kong Plastics industry does not stand to greatly benefit from the growth in smart devices
due to the focus on low-end parts.

Toys, previously a growth sector in the industry, are on the decline as substitute products — such as
electronics - become available

New markets such as automotive, aviation and medical devices have high barriers to entry

3D printing technology does not present great current opportunities due to the immaturity of the
sector at this stage

The major challenges in the industry include rising raw material costs, increasing labour costs and
global economic instability

CAPITAL INVESTMENT HURDLES WILL LIMIT THE ABILITY OF THE HK
INDUSTRY TO BENEFIT FROM SMARTPHONE GROWTH INFRASTRUCTURES
CREATE A GAP BETWEEN HK PLASTICS COMPONENTS AND SMART DEVICES
MANUFACTURING

28.3% of respondents expect growth in Expected Revenue Growth in Coming 1-2 Years
revenues during the coming 1-2 years, while
15.7% expect a decline. There are two main
sectors of plastic demand responsible.
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What Everyone Wants: Products Supply to Customers
Smart Devices

Plastics are a major material component of smart
devices, resulting in expectations that the global
plastics industry is expected to outperformer in
coming years. However, only 15.5% of plastics
manufacturers in Hong Kong expect to benefit
from it. Respondents suggested that the
investment required to upgrade their machinery
to produce high-end products is too large, 0% 5% 10% 15%  20%  25%  30%  35%
therefore HK manufacturers will only focus on Respondents %

low-end parts such as connectors and chargers. M 31.6% Toys B 15.0% Packaging

M 25.7% Household utilities B 7.3% Constructions

What HK Plastic Firms are GOOd at: M 15.5% Electronics 4.9% Automotivies
Toys

On the other hand, 31.6% of respondents are
doing business related to toys, a sector which is
undergoing declining demand due to the
substitution of toys by products such as
electronics.




OPPORTUNITIES FORTHE HONG KONG PLASTICS INDUSTRY

New Markets such as Automotive, Development in New Market
Aviation and Medical Devices have (0= No potential, 10 = Great potential)
High Barriers to Entry

The largest barrier for entry in the automotive
market is finding customers. Since most
automotive manufacturers have built long term
relationships with their local suppliers, it is difficult
for Hong Kong firms to enter the supply chain.

Score

Most Hong Kong firms are not interested in M 2.64 Medical device market
exploring the aviation and medical device markets, M 25 Automotive market
which require stronger technical capability. Even M 245 Aviation market
though some are willing to invest in the

technology, they are not confident that they can

find customer demand to justify the investments.

The 3D Printing Opportunity Impact on Plastics Industry Development
(0= Small impact, 10 = Great impact)
The Hong Kong Industry did not indicate
substantial interest in the development of 3D
printing. With low functionality, the technology is
still considered not mature enough. However,
some manufacturers think the plastic materials
used by the 3D printing machine could present a
good business opportunity.

4 6
Score
M 2.53 Development of 22 B2Bplatform
bio-degradable plastic g5 18 In-mold labelling

M 2.21 In-mold assembly W 2.01 3D printing technology

RAW MATERIAL, LABOUR COSTS AND GLOBAL ECONOMIC UNCERTAINTY
PRESENT THE BIGGEST CHALLENGES

Operating Costs: Challenges in Coming 1-2 Years
Raw Materials and Labour Costs (% of respondents viewed as top 3 challenges)

78.1% of respondents indicated raw material cost

as their number one challenge, while 65.0% of

them chose labour costs. Other operating factors

such as Energy costs were not of high concern.

Environmental friendly materials will become a

new trend, while manufacturers have been able

pass on costs incurred to the customer. |
For external factors, 59.3% respondents put 20% 40% 60% 80% 100%
instability in the global economy their number Respondents %

three challenge. Respondents indicated that the [ 78.1% Raw material cost [l 34.3% Competitors nearby
global business environment was directly affecting I 65.0% Staff salary I 30.8% Energy cost

their partnerships with oversea firms and leading B 59.3% Global economy 24.7% New regulations

to increased bad debt expenses.




APPENDIX

Manufacturing Related Statistics

Materials Distribution

10% 15%
Respondents %
M 18% PP
M 12% PE

5% 20%

H 8% PS
5% PET

W 20% PVC
W 18% ABS

Locations of Manufacturing Facilities

W 85%
Mainland China

13%
Hong Kong

1%

Non-Asian Countries

W 1%

Other Asian Countries

Distribution of Operating Costs
W 36.9% Materials [ 20.3% Salary M 9.1% Energy
M 17.5% Rent M 12.0% R&D 4.1% Others
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ABOUT THE SURVEY

Working Capital Related Statistics

Change on Account Payable in Coming 1-2 Years
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Change on Inventory Turnover in Coming 1-2 Years
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The Australia and New Zealand Banking Group Limited (ANZ) conducted “The Survey on Industry
Outlook and Trends” of Hong Kong Plastics industry during April to May of 2014 with the intention
of understanding industry participants’ views on future business performance and challenges. In
this survey, 200 companies were interviewed and one focus group conducted for this industry.

ENQUIRY CONTACT

If you would like to make an appointment with one of our Relationship Managers, please contact:

Wilson Wong

+852 3918 2376
Wilson.Wong@anz.com




IMPORTANT NOTICE

The document may be restricted by law in certain jurisdictions. Persons who receive this document
must inform themselves about and observe all relevant restrictions.

This document is issued and distributed in your country/region by Australia and New Zealand
Banking Group Limited (ABN11 005 357 522) (“ANZ"), on the basis that it is only for the information
of the specified recipient or permitted user of the relevant website (collectively, “recipient”).
Information contained in this document is strictly confidential. It is the property of ANZ. As such,
this document may not be reproduced, distributed or published by any recipient for any purpose. It
is general information and has been prepared without taking into account the objectives, financial
situation or needs of any person. Nothing in this document is intended to be an offer to sell, or a
solicitation of an offer to buy, any product, security, instrument or investment, to effect any
transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or
products referred to in this document are deemed to be offered in the jurisdiction in which this
document is received or accessed, no such service or product is intended for nor available to
persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local
laws, regulations and other limitations always apply with non-exclusive jurisdiction of local courts.
Before making an investment decision, recipients should seek independent financial, legal, tax and
other relevant advice having regard to their particular circumstances.

The views and recommendations expressed in this document are the author’s. They are based on
information known by the author and on sources which the author believes to be reliable, but may
involve material elements of subjective judgement and analysis. Unless specifically stated
otherwise: they are current on the date of this document and are subject to change without notice;
and, all price information is indicative only. Any of the views and recommendations which comprise
estimates, forecasts or other projections, are subject to significant uncertainties and contingencies
that cannot reasonably be anticipated. On this basis, such views and recommendations may not
always be achieved or prove to be correct. Indications of past performance in this document will
not necessarily be repeated in the future. No representation is being made that any investment will
or is likely to achieve profits or losses similar to those achieved in the past, or that significant losses
will be avoided. Additionally, this document may contain ‘forward looking statements’. Actual
events or results or actual performance may difRe,r materially from those reflected or contemplated
in such forward looking statements. All investments entail a risk and may result in both profits and
losses. Foreign currency rates of exchange may adversely affect the value, price or income of any
products or services described in this document. The products and services described in this
document are not suitable for all investors, and transacting in these products or services may be
considered risky. ANZ and its related bodies corporate and affiliates, and the officers, employees,
contractors and agents of each of them (including the author) (“Affiliates”), do not make any
representation as to the accuracy, completeness or currency of the views or recommendations
expressed in this document. Neither ANZ nor its Affiliates accept any responsibility to inform you of
any matter that subsequently comes to their notice, which may affect the accuracy, completeness
or currency of the information in this document.

Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant
or guarantee the performance of any of the products or services described in this document or any
return on any associated investment; and, ANZ and its Affiliates expressly disclaim any
responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or
expense (“Liability”) arising directly or indirectly and whether in tort (including negligence),
contract, equity or otherwise out of or in connection with this document.

If this document has been distributed by electronic transmission, such as e-mail, then such
transmission cannot be guaranteed to be secure or error-free as information could be intercepted,
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its Affiliates do not
accept any Liability as a result of electronic transmission of this document.

ANZ and its Affiliates may have an interest in the subject matter of this document as follows:

They may receive fees from customers for dealing in the products or services described in this
document, and their staff and introducers of business may share in such fees or receive a bonus that
may be influenced by total sales.

They or their customers may have or have had interests or long or short positions in the products or
services described in this document, and may at any time make purchases and/or sales in them as
principal or agent.

They may act or have acted as market-maker in products described in this document.

ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow
of information contained in one or more business areas within ANZ or within its Affiliates into other
business areas of ANZ or of its Affiliates.

Please contact your ANZ point of contact with any questions about this document including for
further information on these disclosures of interest.

Note: This publication is distributed in Hong Kong by the Hong Kong branch of ANZ, which is
registered at the Hong Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4
(advising on securities) and Type 6 (advising on corporate finance) regulated activities. The contents
of this publication have not been reviewed by any regulatory authority in Hong Kong. If in doubt
about the contents of this publication, you should obtain independent professional advice.







