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For Inmediate Release

Transport and Logistics Policy Suggestions to the Policy Address 2025 from
The Chartered Institute of Logistics and Transport in Hong Kong (CILTHK)

Executive Summary

This proposal outlines strategic recommendations for enhancing Hong Kong's position as a
premier international logistics hub, as well as preparation for the deployment of new energy
vehicles and autonomous vehicles.

The proposal addresses six critical areas in logistics: (1) Northern Metropolis (NM) logistics
development opportunities, (2) Strategic commodities trade facilitation through intermodal
transport, (3) Low Altitude Economy (LAE) development, (4) Environmental Social and
Governance (ESG) advancement, (5) Smart logistics transformation, and (6) Shipping
ecosystem enhancement. These initiatives are designed to strengthen Hong Kong's
competitive advantages while addressing emerging challenges in the global trade
environment, particularly considering evolving geopolitical tensions and technological
disruptions. In the transport aspects, we suggest (1) Accelerating the transition to new energy
vehicles in Hong Kong requires addressing infrastructure limitations, policy and funding gaps,
and urban planning. A cross-departmental task force is needed to streamline approval
processes, facilitate collaboration, and support private investment. (2) Deploying autonomous
vehicles (AVs) faces regulatory barriers and funding challenges. Streamlined approval
processes, targeted incentives, and a regulatory sandbox are essential for broader AV
integration. These measures will enable Hong Kong to achieve clean energy goals and
advance smart mobility solutions, ensuring sustainable transport infrastructure and enhancing
urban transport landscapes.

1. NM Logistics Development Opportunities

The development of the NM modern logistics cluster presents significant strategic
opportunities for Hong Kong's logistics industry transformation. Based on the "Modern
Logistics Development Action Plan," the approximately 36-hectare logistics land in the Hung
Shui Kiu/Ha Tsuen New Development Area will serve as a crucial platform for upgrading Hong
Kong's logistics sector. The region's proximity to Shenzhen Bay Port, combined with its 20—
30-minute access to Hong Kong International Airport (HKIA) and Kwai Tsing Container
Terminals, creates optimal conditions for modern logistics facilities development. The planning
parameters of 110-metre building height limits and a plot ratio of 5.0 provide substantial space
for vertical logistics infrastructure and innovative facility design.

LAE logistics applications will position the NM as a vital node for cross-border unmanned aerial
vehicle (UAV) logistics corridors, enabling efficient cargo delivery throughout the Greater Bay
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Area (GBA). The region can develop cross-border e-commerce express services, emergency
medical supply delivery networks, and smart warehousing systems integrated with UAV
coordination capabilities. This strategic location allows for the establishment of same-day
delivery networks connecting Shenzhen and Hong Kong, particularly for high-value,
lightweight commodities requiring rapid transportation.

E-commerce logistics transshipment hub development will leverage the region's strategic
positioning to establish cross-border e-commerce consolidation centres, overseas product
import distribution facilities, returns processing centres, and quality inspection and certification
services. The region can fully utilise Hong Kong's free port status and "One Country, Two
Systems" advantages to provide flexible trading arrangements for e-commerce enterprises.
Combined with strategic commaodities intermodal transport facilitation policies, the area will
handle broader product categories including high-tech products and strategic commodities
transshipment operations. Through industrial cluster synergy effects, the NM logistics cluster
will become a vital gateway connecting mainland China with global markets, driving Hong
Kong's logistics industry toward high-value-added and intelligent development while
strengthening the city's position as the premier logistics hub for the GBA.

2. Strategic Commodities Intermodal Transport Facilitation

The extension of the Air Transshipment Cargo Exemption Scheme for Specified Strategic
Commodities (SCRTEX) to intermodal transport modes represents a critical opportunity to
enhance Hong Kong's trade facilitation capabilities while maintaining robust security controls.
Currently, SCRTEX operates exclusively within HKIA's cargo transshipment area, limiting the
flexibility of capturing transshipment trade opportunities. When strategic commodities cargo
lacks proper import licenses, vessels are forced to bypass Hong Kong ports entirely,
redirecting to neighbouring hubs like Singapore or Incheon, resulting in significant lost
business opportunities.

Our recent study indicates that Hong Kong accounts for approximately 20% of global
semiconductor exports, primarily through re-exports, while China's semiconductor market
shows substantial trade volumes with annual imports ranging from USD 300-500 billion and
exports reaching USD 500-600 billion. This massive market presents an unprecedented
opportunity for Hong Kong to strengthen its position as a strategic commodities transshipment
hub. The recommended "Approved Warehouse Programme Model" emerges as the most
balanced approach, offering reasonable control while maintaining operational efficiency and
business benefits. This model leverages existing warehouse infrastructure, requires moderate
legal amendments, and provides sufficient flexibility for stakeholders while ensuring
comprehensive security measures including real-time cargo tracking, sealed trucking with
Global Positioning System (GPS) capabilities, and robust documentation controls.

The implementation should begin with amendments to the Import and Export (Strategic
Commodities) Regulations (Cap. 60G) to expand exempted transshipment activities beyond
air-to-air operations. The framework must define authorised locations, security protocols, and
monitoring requirements across transport modes, with particular attention to custody transfer
points, documentation requirements, and liability allocation during modal transfers. A phased
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implementation approach should commence with detailed stakeholder consultations, followed
by Information Technology (IT) system development and security protocol establishment,
culminating in a pilot programme with selected operators to validate the approach before full-
scale deployment.

3. LAE Development for Logistics Innovation

The development of Hong Kong's LAE represents a transformative opportunity to revolutionise
urban logistics and create new economic growth drivers. Following the Chief Executive's 2024
Policy Address announcement on developing economic activities within 1,000 metres altitude,
the logistics sector stands to benefit significantly from UAV cargo delivery and express
services, both locally and across the GBA. The high-density urban environment of Hong Kong
presents unique challenges for traditional delivery methods, including traffic congestion,
complex building access, and rising labour costs, all of which can be addressed through
innovative low altitude logistics solutions.

Electric vertical take-off and landing (eVTOL) technology breakthroughs are creating new
possibilities for urban air transportation, while Hong Kong's established strengths in intelligent
navigation and autonomous flight research, particularly through institutions like The Hong
Kong Polytechnic University, provide a solid foundation for technological advancement. The
development of LAE is expected to catalyse new industry opportunities including drone
maintenance, flight training, aerial photography, and environmental monitoring, while creating
diverse employment opportunities ranging from drone operators and maintenance technicians
to system development engineers and data analysts.

The implementation strategy should focus on establishing cross-border UAV logistics corridors
within the GBA, developing pilot programmes for medical supplies and emergency goods
delivery, and creating comprehensive regulatory frameworks that balance innovation with
safety and export and import regulatory requirements.

4. ESG Development and Green Logistics Transformation

Recently, CILTHK has been conducting the ESG Perception Survey, among 213 transport
and logistics professionals reveals significant opportunities and challenges in advancing
sustainability within Hong Kong's logistics sector. The research demonstrates that while 74%
of respondents recognise ESG's potential to increase business opportunities and 71% believe
it can reduce business risks, there remains a substantial implementation gap with awareness
levels compared to actual implementation success. This gap highlights the critical need for
targeted policy interventions to bridge the knowledge-to-action divide.

The survey findings reveal that company size significantly determines ESG success, with
organisations employing over 500 people demonstrating implementation rates 46% higher
than smaller companies. This disparity necessitates the development of scaled support
mechanisms, including Small and Medium Enterprises (SME) ESG consortium programmes
that allow smaller companies to pool resources and achieve economies of scale. The
establishment of an industry-specific ESG policy framework is essential to provide clear
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direction and targets for the logistics industry in achieving Hong Kong's 2050 carbon neutrality
commitment.

Key barriers to ESG implementation include limited financial resources (72%), lack of qualified
expertise (69%), and complex regulatory environments (66%). Addressing these challenges
requires a comprehensive approach including government-backed funding mechanisms,
subsidised access to ESG specialists, and the creation of standardised training curricula with
a practical implementation focus. The research indicates that organisations with ESG training
demonstrate 43% higher implementation success rates, suggesting that investing in capability
building represents one of the most cost-effective policy interventions.

Some of the actionable proposals are as follows:

e Industry-specific ESG Policy Framework: Provide clear direction and targets for the
logistics industry to achieve Hong Kong's 2050 carbon neutrality commitment.

e Comprehensive ESG Training Curriculum: Develop standardised, multi-level ESG
training programmes with modules tailored to different organisational roles, focusing
on practical implementation rather than theory.

¢ Industry ESG Certification Programme: Establish a recognised ESG implementation
certification to validate expertise and create clear career development pathways.

At the same time, a comprehensive Action Plan for Promoting the use of Sustainable Aviation
Fuel (SAF) shall be made available by 2025, representing a critical component of Hong Kong's
aviation decarbonisation strategy. Given HKIA'’s position as one of the world's busiest air cargo
hubs handling over 4.9 million tonnes annually, this SAF initiative is essential for achieving
meaningful environmental impact while maintaining the city's logistics leadership in the global
context.

On the other hand, the SAF Action Plan should establish progressive adoption targets
beginning with 2% SAF blending by 2026, increasing to 10% by 2030 and 50% by 2050,
aligning with international aviation industry commitments. The plan must encompass four
critical pillars: supply chain development, infrastructure enhancement, regulatory frameworks,
and financial incentives.

Supply chain development should position Hong Kong as a regional SAF blending and
distribution hub through partnerships with Southeast Asian and Australian producers, the
development of local waste-to-SAF conversion capabilities, and the establishment of quality
assurance systems. Infrastructure enhancement requires dedicated SAF storage facilities with
30-day supply capacity, advanced blending systems, and upgraded fuel delivery infrastructure
at Hong Kong International Airport.

The regulatory framework must establish SAF quality standards, sustainability criteria, and
chain-of-custody tracking systems while maintaining aviation safety standards. Financial
incentives should include carbon tax exemptions for SAF usage, landing fee reductions for
compliant airlines, and establishment of a SAF development fund to bridge the current 2- 5x
cost premium over conventional jet fuel.
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Integration with the LAE initiative creates opportunities for sustainable fuel usage across
commercial aviation, cargo operations, and emerging UAV logistics services. International
collaboration with regional aviation hubs and participation in global SAF certification schemes
will facilitate market development and standardisation.

The plan should include workforce development programmes, research initiatives through
local universities, and comprehensive monitoring mechanisms with clear performance
indicators for SAF adoption rates, carbon emission reductions, and economic impact. This
SAF Action Plan, combined with broader logistics policy reforms, positions Hong Kong as a
regional leader in sustainable aviation solutions while reinforcing its competitive advantages
in international trade and logistics.

5. Smart Logistics and Automation Enhancement

The development of a comprehensive Port Community System (PCS) represents a strategic
priority for enhancing Hong Kong's digital infrastructure and maintaining its competitive edge
as a global logistics hub. This integrated digital platform should serve as the central nervous
system connecting all port stakeholders, including shipping lines, freight forwarders, customs
authorities, terminal operators, and logistics service providers, enabling seamless information
exchange and operational coordination.

The PCS should integrate advanced technologies including blockchain for immutable
transaction records, artificial intelligence for predictive analytics, and Internet of Things (IoT)
sensors for real-time cargo monitoring. Integration with customs authorities will enable
automated documentation processing, real-time compliance verification, and streamlined
clearance procedures, significantly reducing processing times and administrative burdens
while supporting end-to-end supply chain visibility.

Smart port technologies represent a natural extension of the PCS framework, encompassing
automated cargo handling equipment with machine learning capabilities, real-time vessel
tracking systems with predictive scheduling, and predictive maintenance systems that
optimise equipment uptime. These technologies will enhance operational efficiency through
reduced manual interventions and optimised resource allocation while reducing environmental
impact through improved energy efficiency.

Furthermore, the PCS shall strategically integrate with the Hong Kong Monetary Authority's
Project Cargo*, creating a revolutionary convergence of logistics data and financial services.
This integration will leverage real-time cargo data, shipping documentation, and supply chain
visibility to streamline trade finance processes, transforming traditional paper-based
procedures into efficient digital workflows. Banks will access verified cargo information and
delivery confirmations in real-time, significantly reducing risk assessment timeframes for trade
finance applications.

The integration with Project Cargo* will develop digital solutions specifically designed to
improve trade finance accessibility for SMEs, who traditionally face challenges securing
financing due to limited credit history. By providing banks with comprehensive, real-time cargo
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data and automated compliance verification, the system will enable more efficient risk
assessment and faster approval processes for SME trade finance applications.

6. Shipping Ecosystem and Maritime Services Enhancement

Hong Kong's transformation from a simple container handling port to a high-value international
shipping service centre requires comprehensive ecosystem development encompassing ship
management, maritime insurance, international maritime arbitration, and ship financing
services. The presence of over 900 shipping-related enterprises operating in Hong Kong
demonstrates the city's established foundation in maritime services, but continued
development is essential to maintain competitiveness against regional rivals like Singapore.

Collaboration within the GBA presents opportunities for synergistic development, with Hong
Kong focusing on high-value maritime services while leveraging the manufacturing and
logistics capabilities of neighbouring ports. The establishment of coordinated development
strategies that optimise the complementary strengths of different ports within the region can
enhance overall competitiveness against other global maritime clusters.

7. Accelerating the Transition to New Energy Vehicles facing the Infrastructure
Challenges

With a commitment to achieving 100% clean energy by 2045. The rapid adoption of new
energy vehicles (NEVs)—including electric vehicles (EVs) and hydrogen-powered vehicles—
is central to this transition. However, several infrastructural, financial, and operational
challenges must be addressed to fast-track this shift effectively.

Infrastructure Limitation — While the electrification of vehicles in Hong Kong is progressing
steadily, the expansion of charging infrastructure for private cars, especially for commercial
vehicles remains a critical bottleneck. Whilst CLP Power Hong Kong Ltd. has launched fast
and super-fast EV charging services tailored for commercial fleets, including taxis and light
goods vehicles, many urban districts still face electricity supply constraints, limiting the
feasibility of widespread charging station deployment for EV and hydrogen vehicles. The pace
of infrastructure development must be accelerated to meet the growing demand, especially
for commercial vehicle as this significantly affects the business plan for logistics and transport
companies to plan their fleet arrangements.

Policy and Funding Support - The government has introduced several initiatives to support
NEV adoption. However, funding gaps remain significant. For instance, electric minibuses cost
nearly twice as much as their diesel counterparts, creating financial barriers for operators.
Clearer guidelines on funding sources and public-private partnerships are essential to bridge
this gap.

Urban Planning and Energy Supply — While certain private sector entities have expressed
interest in investing in NEV charging infrastructure, they are encountering substantial
obstacles related to statutory planning and regulatory approval processes. These procedural
complexities often deter the timely implementation and scale-up of essential infrastructure.
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To address these challenges and unlock private sector potential, it is recommended that the
government establish a cross-departmental task force. This task force would serve as a
centralised coordination body to streamline planning approvals, facilitate inter-agency
collaboration, and provide strategic guidance. Its role should include expediting statutory
procedures, offering technical and regulatory support, and fostering a conducive environment
for private investment in sustainable transport infrastructure.

8. AV Deployment and Regulatory Barriers

The recent expansion of AV operations in Tung Chung, particularly for ride-hailing services,
marks a promising step toward integrating smart mobility solutions into Hong Kong’s urban
transport landscape. However, despite this progress, the broader deployment of AV services
remains constrained by a lack of enabling incentives and overly complex regulatory
frameworks.

Private developers and AV operators face significant hurdles in navigating the intricate
statutory application procedures and operational restrictions associated with expanding
service zones. These regulatory burdens not only delay implementation but also undermine
the commercial viability of AV initiatives. As a result, the business case for wider adoption is
weakened, and a substantial funding gap persists, deterring further investment and innovation
in this sector.

To catalyse broader AV integration, it is imperative that the government consider streamlining
approval processes, introducing targeted incentives, and establishing a dedicated regulatory
sandbox. Such measures would facilitate pilot programmes, reduce entry barriers, and
encourage private sector participation in scaling autonomous mobility solutions across Hong
Kong.
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About The Chartered Institute of Logistics and Transport in Hong Kong

The Chartered Institute of Logistics and Transport in Hong Kong (CILTHK) is a major branch of The
Chartered Institute of Logistics and Transport (CILT). The Chartered Institute of Logistics and Transport
(www.ciltinternational.org) is an organisation with an established international pedigree with over
30,000 members working in over 100 countries. It was formed in the United Kingdom in 1919 and
granted a Royal Chartered in 1926.

CILTHK (www.cilt.org.hk) was set up in 1968 and is one of the CILT global chapters. CILT is presented
worldwide and we all share the common cause to promote and advance the art and science of supply
chain, logistics and transport. Currently, the membership of CILTHK is around 2,000 and broadly ranges
from experienced senior managers to junior staff in the industries of shipping, logistics, airline, railway,
road, public transport, government, educational institutes and consultancy. The Institute regularly
organises professional programmes and activities for members, such as seminars, forums, conferences,
and technical visits; formulates and implements professional codes to ensure and uphold the
professional standards in the industry.

Further Enquiry

Please feel free to contact 2866-6336 or by email at info@cilt.org.hk for any areas of our suggestions
that we can amplify further.

-End -
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