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Hong Kong’s fifth Covid-19 
outbreak appears to have 
peaked in early March, but 
caused a sharp 
deterioration in the labour 
market. 
 
Hong Kong has announced 
a roadmap for easing 
Covid restrictions, and 
cancelled a flight ban from 
9 countries. 
 
Residential property prices 
edged downward for five 
consecutive months, 
affected by the epidemic 
situation and stock market 
performance. 

  
 
 
 
 

 
Surge in COVID cases weighs on labour market  
   
Hong Kong’s fifth Covid-19 outbreak appeared to have peaked in early March, resulting 
in more than 1.17 million confirmed cases, and about 8,000 deaths. A figure of around 
38.5 deaths per million people was reported on 9th March, the highest worldwide. The 
number of new confirmed cases stayed high, putting Hong Kong’s economy under great 
pressure, with the purchasing managers’ index (PMI) shrinking to 42 in March, down from 
42.9 in February.  
 
Meanwhile, the labour market has rapidly deteriorated. The unemployment rate soared 
to 4.5% during December-February, up from 3.9% in the period spanning November to 
January. During December-February, the food and beverage services sector saw 
unemployment rise by 1.9 percentage points to 8.1%, with other major sectors such as 
the arts, entertainment, and recreation industry also seeing a marked rise in the 
unemployment rate (at 8.2%).  
 
The government announced a new round of its employment subsidy scheme to lend 
support to the labour market by helping businesses pay workers a subsidy of HK$8,000 a 
month from May to July. 
 
Retail sales and inflation dragged down by weaker consumer sentiment 
 
Retail sales registered a year-on-year decline of 14.6% in February, slower than the 4% 
growth seen in January. Supermarket sales grew 5.8% annually, while medicines and 
cosmetics rose by 8.8%. However, clothing and shoes saw a 39% decline in sales, while 
sales of luxury items such as jewellery dropped by 33.6%. The Omicron variant is 
sweeping through Hong Kong, and has dampened consumer sentiment, while rising 
infections among staff has led to shop shutdowns. Even chain supermarkets and 
restaurants have had to shorten operating hours.  
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Moreover, with US inflation now stronger and longer-lasting than previously expected, 
the Federal Reserve (Fed) could accelerate its pace of monetary tightening, potentially 
sparking volatility in Hong Kong’s asset markets and adversely affecting consumer 
purchases.  
 
Meanwhile, inflation rose to 1.6% in February, compared to a 1.2% increase recorded in 
January, mainly led by soaring prices in vegetables after some supply disruptions from 
mainland China. Looking forward, soaring energy prices sparked by the Russia-Ukraine 
conflict are adding to price pressures. But electricity and gas have a weighting of a mere 
2.5% in the consumption basket, and Hong Kong’s subdued economic activity due to the 
recent Covid-19 outbreak is likely to have a greater negative impact on inflationary 
pressure. 
 
Hong Kong eases quarantine measures 
 
Hong Kong decided to ease its border control measures against overseas travellers. 
Starting from 1st April, a flight ban from 9 countries, including the US and UK, will be lifted 
for Hong Kong residents, and hotel quarantine is shortened from 14 days to 7 days. A 
roadmap for easing restrictions has been announced. Schools will resume face-to-face 
classes from 19th April, while public venues will reopen from 21st April in 3 phases within 
3 months. A mass testing of the entire population was delayed and then made voluntary. 
Despite the easing, Hong Kong still has the toughest travel restrictions in Asia besides 
Mainland China, Macau, and Taiwan.  
 
Exports remain a bright spot  
 
Exports were the bright spot of the economy, but here too there were signs of a 
slowdown, with a 0.9% year-on-year growth in February following an 18.4% growth in 
January. This deceleration was due to the different timing of the Lunar New Year and 
softened global demand.  
 
Looking ahead, downside risks are building. Surging Covid-19 cases in Mainland China 
might worries about closures of factories and ports, while the Russia-Ukraine dented 
global market sentiment and sent the energy and commodity prices higher, and might 
affect exports demand. But the actual effects depend on how long the conflicts will last, 
and if it exert material impacts on the advanced countries’ economies. 
 
Hang Seng Index sees a V-shaped rebound  
 
The Ukraine war led to surging energy costs and concerns about slowing global economic 
growth. A deteriorating Covid-19 situation in Mainland China also weighed on sentiment. 
Furthermore, the US securities regulator has named 5 US-listed Chinese companies as 
liable under the Holding Foreign Companies Accountable Act, triggering accounting 
concerns among Chinese ADRs. Additionally, China’s technology stocks plunged after 
domestic regulators rolled out further controls to shield minors from video games. 
 
The Hang Seng Index plunged to 18,415.08 points on 15th March, 2022, representing a 
decline of 5.7% in a single day. However, the equity market experienced a V-shape 
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rebound after Chinese vice premier Liu He pledged to stabilise markets. 
 
The Hang Seng Index ended at 21,996.8 points on 31st March, representing a decline of 
3.2% from end-February. In comparison, the Shanghai A-share index dropped by 6.1% 
from end-February, while the Dow Jones Industrial Average rose by 2.3%.  
 
Residential property prices affected by epidemic outbreak and stock 
market performance  
 
According to the figures released by the Rating and Valuation Department (RVD), as of 
end-February 2022 the property price index was down 2.1% month on month to the 
lowest level in 13 months. Meanwhile, residential rents had risen 0.5% month on month. 
 
The US Federal Reserve (Fed) raised the interest rate in March by 0.25 percentage points, 
the first hike since December 2018, and its chairman Jerome Powell suggested the Fed 
could raise the rate by 0.5% if necessary. The impact on Hong Kong’s property market will 
be more psychological in the short term, given that HKD interest rates are not expected 
to move in tandem with their USD counterparts due to abundant liquidity in the market. 
The pandemic situation and stock market underperformance are currently more 
important factors, while the recently raised mortgage cap announced in the government 
budget is positive for market sentiment.  
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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-economic-
research.html. For any enquiries, please contact the Economic Research Department (email: lerd@hkbea.com, tel: (852) 
3609-1504, post: GPO Box 31, Hong Kong). 
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