Economic Research

January 2022

Market Monitor – Hong Kong

Growth Momentum Continues Entering 2022

Exports sector – main engine of economic recovery

Exports will likely continue
to be Hong Kong’s growth
engine, while the stable
business environment will
help support the domestic
market.

Exports remained the main boost to economic recovery, with a 25% year-on-year growth
in November, propelled by robust overseas demand, following a rise of 26.7% in the first
10 months of 2021. Exports are expected to remain robust entering 2022.
However, the Omicron variant of Covid-19 is spreading around the world and casting a
shadow on the global economic recovery. Meanwhile, supply bottlenecks, soaring
shipping costs, and an energy shortage continue to linger and add to the downside risks.
The slowing growth of Mainland China is also exerting a downward pressure on Hong
Kong’s exports market. Overall, with a high base of comparison this year, exports are
expected to grow at a slower pace this year.

In addition, a fast
recovering labour market
will help the economy
sustain its growth
momentum.
Residential property prices
still have room to rise
amid ample liquidity and a
chronic lack of supply.

Stable business environment allows domestic market to recover
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Hong Kong’s unemployment rate continued to trend lower. It was at 4.1% in the
September-November period, down from 4.3% in the period spanning August to
October. The improvement is broad-based, with distinct decreases in the construction
sector as well as in retail, accommodation, and food services. Total employment
increased by about 6,800 between August-October and the September-November
period, while the labour force decreased by about 6,900 during the same period. Looking
ahead, it will take time to see a full recovery of the labour market to pre-pandemic levels,
especially with the threat of a new Covid-19 variant and with the border remaining
closed. As such, any further reduction in the unemployment rate is likely to be smaller,
and unemployment is projected to stay at around the present level throughout 2022.

Hong Kong Exports and Imports
yoy % change

In contrast to the increasingly challenging environment, Hong Kong’s domestic market is
quite stable. With the epidemic situation relatively under control, the general business
environment is improving.

Source: Hong Kong Census and Statistics Department, data as
of 28/12/2021
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Inflation rose to 1.8% in November, marginally higher than the 1.7% increase recorded
in October, which is mainly attributed to a faster rise in utilities bills and prices for
clothing and footwear. With the economy on track for recovery and soaring import
prices, Hong Kong’s inflationary pressure is expected to rise to 1.9% in 2022, up from
1.5% last year.
Hong Kong’s vaccination rate is slowing. By 31 December, about 4.87 million people had
received at least one dose of vaccine, or about 65.2% of the population, slightly up from
62.9% as at end-November. Of these, about 62.3% had received two doses of vaccine.
st

Hong Kong is lobbying to roll out a pilot partial border opening with Mainland China, but
the plan has been delayed. If Mainland China reopens its border with Hong Kong, the
city’s retail, hotel, and catering industries will benefit the most.

Equity market affected by regulatory uncertainties
Regulatory uncertainties remain a key concern affecting the performance of Hong Kong
equities. In addition, US sanctions on China’s tech firms, including those on SenseTime
when it was planning for an initial public offering (IPO), have further soured investment
sentiment towards that sector. Live-streaming platforms also suffered a significant
decline in stock prices after Hangzhou imposed a heavy fine on a top live-streamer for
tax evasion.
However, the market was somewhat bolstered by China’s 0.5-percentage-point cut to
the reserve requirement ratio for banks and a 5-basis-point cut in the 1-year loan prime
rate. The Chinese government’s emphasis on economic stability for 2022 will mean more
fiscal and monetary support to the real economy, which will benefit company
performances and bolster market sentiment. Meanwhile, the Hong Kong Stock
Exchange’s new listing requirements for special purpose acquisition companies (“SPAC”),
which become effective on 1st January, 2022, will attract more homecoming listings.
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Looking ahead, economic growth momentum will stay steady this year, albeit at a slower
pace than in 2021 due to the different bases of comparison. Yet downward pressure is
building up, with supply chain bottlenecks, an ongoing global pandemic, and moderating
economic growth in Mainland China. The economy is forecast to grow at 3.2% in 2022,
after growing at 6.5% in 2021.
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Economic growth momentum will stay steady in the near term
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Retail sales continued to grow in November, shooting up 7.1% year on year, which
amounts to a value of HK$ 30.7 billion and surpasses that of the same period in 2019.
Consumer confidence has been boosted by the government’s disbursement of
consumption vouchers and by solid economic recovery. The improvement was largely
driven by wearing apparel, which grew 17.9% annually, followed by a 14.4% growth in
jewellery, watches, and valuable gifts. However, supermarkets and other retailers selling
fish, livestock and poultry saw a decline in sales.
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The Hang Seng Index retreated to 23,397.7 points on 31st December, 2021, representing
a drop of 0.3% from end-November, or a 14% decline from end-2020, nearly wiping out
the gains from the pandemic low. In comparison, the Shanghai A-share index rose by 2.1%
from end-November, while the Dow Jones Industrial Average rose by 5.4%. In particular,
the TECH index dropped by 5.9% between end-November and end-December, or 32.7%
from the end of 2020.
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Residential property prices still have room to rise
Hong Kong’s residential property prices edged downward for two consecutive months,
amid a lacklustre stock market. According to the figures released by the Rating and
Valuation Department (RVD), as of end-November the property price index was up 3.1%
from end-2020, but was 1.2% below the level seen in the previous month. Meanwhile,
residential rents had dropped 0.7% month on month, but were up 3.1% from end-2020.
With a supply shortage and a low interest rate environment, there is now room for
property prices to rise. The US Federal Reserve (Fed) is now tapering off its asset
purchasing programme twice as quickly, and the market generally expects the
programme will end in March. Meanwhile, the majority of officials expect a 75-basispoint interest rate hike in 2022. Reaction in the financial markets was rather muted,
indicating that investors generally do not expect aggressive interest rate hikes.
The HIBOR will trend higher than in 2021. Having said that, with abundant liquidity in
Hong Kong, the HIBOR is not expected to closely follow the movements of the LIBOR, nor
is an increase in the prime rate likely next year.
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Disclaimer
This document is prepared by The Bank of East Asia, Limited (“BEA”) for customer reference only. Other than disclosures
relating to BEA, the content is based on information available to the public and reasonably believed to be reliable, but has
not been independently verified. Any projections and opinions contained herein are as of the date hereof, are expressed
solely as general market commentary, and do not constitute an offer of securities, nor a solicitation, suggestion, investment
advice, or guaranteed return. The information, forecasts, and opinions contained herein are as of the date hereof and are
subject to change without prior notification, and should not be regarded as any investment product or market
recommendations. This document has not been reviewed by the Securities and Futures Commission of Hong Kong, Hong
Kong Monetary Authority, or any regulatory authority in Hong Kong.
BEA will update the published research as needed and as required by the law. In addition to certain reports published on a
periodic basis, other reports may be published at irregular intervals as appropriate without prior notice.
No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or completeness of the
information and stated returns contained in this document, and no liability is accepted for any loss arising, directly or
indirectly, from any use of such information (whether due to infringements or contracts or other aspects). Investment
involves risks. The price of investment products may go up or down. Past performance is not indicative of future
performance. The investments mentioned in this document may not be suitable for all investors, and the specific investment
objectives or experience, financial situation, or other needs of each recipient are not considered. Therefore, you should not
make any investment decisions based solely on this document. You should make investment decisions based on your own
investment objectives, investment experience, financial situation, and specific needs; if necessary, you should seek
independent professional advice before making any investment.
The views and opinions in this document do not constitute the official views of BEA.
This document is the property of BEA and is protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published, broadcast,
circulated, modified, or developed commercially, in either electronic or printed forms, nor through any media platforms that
exist now or are developed later.
For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economicresearch.html. For any enquiries, please contact the Economic Research Department (email: lerd@hkbea.com, tel: (852)
3609-1504, post: GPO Box 31, Hong Kong).

© 2022 The Bank of East Asia, Limited
MARKET MONITOR

4
1

