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Market Monitor — Hong Kong

The 2023-24 Budget Delivers a Timely Stimulus to HK Economy

e The 2023-24 Budget proposed both immediate relief measures and
long term investment plans to stimulate Hong Kong economy

e The domesticsectorstrengthened further, leading the overallrecovery
amid sluggish external demand

e Housing marketshowed further signs of stabilization

The 2023-24 Budget proposes another round of consumption vouchers
and raises public investment ahead

The 2023-24 Budget offers a total of HKS 59.3 billion of one-off relief measures to
support afledgling economicrecovery. The Government decides to maintaina relatively
expansionary fiscal stance in the 2023-24 Budget. In this connection, the Government
unveils a new round of target support measures, with an aim to address the needs of
households and relieve the burdens on businesses. The stimulus package includes HKS Hong Kong Economic Growth
5,000 consumption vouchers (worth at HK$33.0 billion), a ceiling of HK$ 6,000 tax 8.0% Government Forecast
) o ) o 6.0% for 2023: 3.5-5.5% N\
reductions for individuals and businesses (worth at HKS 9.2 billion), and other fee :

reductions. Together, these one-off measures are estimated to boost Hong Kong's 4.0% |7T—|
. . 2.0%
economicgrowthby 1.0 percentage point. H
‘l
U

0.0%
In addition, the Government will take active steps to boost Hong Kong’s tourism-related 4.0%
sector and enhance Hong Kong’s international image. With the full border reopening 6.0%
between the Mainland and Hong Kongand the lifting of local anti-pandemic measures, -8.0%
Hong Kong has witnessed a rapid surge of touristarrivals. To further accelerate the pace gggggggggssaan
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of tourism sector’s recovery, the Government proposes to set side around HKS 600 Source: CEIC

million to organize mega events, international meetings, major conventions and
exhibitions as well as other promotionactivities inthe coming year.
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The 2023-24 Budget also highlights the Government’s commitment to various long-
term investment. The Government continues to attach great importance to innovation

andtechnology (I&T) development. Further details of 1&T related infrastructure and new Fiscal Reserve
initiatives to foster new industries are revealed in the 2023-24 Budget. For instance, a 1,200
consultation on the San Tin Technopole will be launchedin Q2 2023 and additional 1,000
financial resources will be allocated for enhancing researchand development capabilities 500

in new industries, like life and health technology, artificial intelligence, quantum s

technology, and Microelectronics. Moreover, the Government is actively making huge § 600
investment in infrastructure. Projections in the 2023-24 Budget indicates that the ¥ 400
Government’s average capital works expenditure from 2023-24 to 2026-27is revised up 200

to HKS 121.9 billion per year, reflecting higher spending to develop new devel opment 0

areas, publichousing projects andvarious infrastructure facilities in the next few years.
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Source: Hong Kong SAR Govemment

The Government’s fiscal position remains sound. For 2022-23, the fiscal deficit is
estimated at HKS 139.8 billion. For 2023-24, the Government expects a smaller fiscal
deficitat HKS 54.4 billion. Fiscal reserves are expected to be HKS 817.3 billion by March
2023 and will decline to HKS 762.9 billion by March 2024. Besides, no less than HKS 50 Hong Kong Purchasing Managers' Index
billionof Silver Bond and HKS 15 billion of Retail Green Bonds will beissued in2023-24. 60

To support higher levels of Government’s spending, an infrastructure bond scheme will
be established. Despite the reduction of fiscalreserves, the Government still has a strong

balancesheet with low debt level. Overall, the 2023-24 Budgetis considered as taking a M /\\ /
balanced approach between securing a sustained economic recovery and maintaining a 50 / W
sound fiscal position. With Hong Kong’s economy continuing to strengthen, fiscal reserves
areexpected to be gradually built backinthe medium term.
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The domestic sector strengthened increasingly 40
2021 2022 2023
Source: S&P Global, data asof 2/3/2023
Hong Kong’s underlying economic fundamentals continued to show a strengthening
trend. Boosted by the full reopening, Hong Kong’s average daily visitor arrivals surged in
February 2023, up by 224.9% from January. At present, cross-border transport services,

like flights and high speed trains have not yet returned to their full capacities. With a Hong Kong Visitor Arrivals

further resumption of these transport services, a stronger acceleration in the tourism Inbound arrivals (1,000)
recovery islikely to be seen. The unemployment rate edged lower to 3.4%in November 80
o 70

2022 - January 2023, marking the 9t straight month of improvement. Moreover, the S&P
Global Hong Kong PMlIroseto 53.9inFebruary2023, up from 51.2 in January. Other data
were morevolatileand subject to significant seasonal influences due to the differencein
the timing of the Chinese New Year (January for2023 and February for2022). Real retail
spending returned to growth inJanuary 2023, up by 5.1% year-on-year (YoY). However,
nominal exportand importdeclined by 36.7% and 30.2% YoY respectively, due to gloomy
external outlookandseasonality factor.
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Looking ahead, the domestic sector is expected to be the primary growth engine for Sources: Bloomberg

Hong Kong’s economy. Domestic spending is likely to remain robust, driven by solid
labour condition, a new round of consumption vouchers and improving business
confidence. According to the 2023-24 Budget, the Government forecasts the 2023 GDP
growth at3.5-5.5%.
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Housing market showed further signs of stabilization

Hong Kong’s housing market reported a rebound in transaction volume and prices.
Market sentiment continues to improve. Total residential property transactions increased
t0 4,282 unitsinFebruary 2023, up from 3,051 units in January. For January and February
2023 taken together, total transactions were up by 2.0% YoY. House prices also went up
by 0.6% in January 2023 from December 2022. Price gauges in the secondary market
transactions indicated a further increase in February. Domestic liquidity condition
remained ample, even though further US rate hike would add upward pressure on the
Hong Kong dollar (HKD) interest rates. On balance, Hong Kong’s housing market is likely
to stabilize further, supported by stronger economic outlook and upbeat market
sentiment.

In February 2023, Hong Kong equity markets retreated as investors reassessed the

global monetary outlook. Global financial markets saw a reversal in risk appetite, as

resilienteconomic data and higher-than-expected inflation prints in advanced economies,
likethe US and the Eurozone, led investors to pricein a more hawkish monetary stance
thatinterest rates would stay higherfor longer. As of 28t February 2023, the Hang Seng
Index closed at 19,786, down 9.4% from the end of January 2022. Duringthe period, the
Shanghai Ashares went up slightly by 0.7%, while the Dow Jones Industrial Average fell

8.4%.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited (“BEA”) for customers’ reference only. 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 hereinare expressedsolely as general market commentary, and do not constitute an offer
of securities orinvestment, nor a solicitation, suggestion, investment advice, or guaranteed returnin respect of such an offer.
The information, forecasts, and opinions contained herein areas 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 material has not been
reviewed by the Securities and Futures Commission of Hong Kong, HongKong Monetary Authority, or any regulatory authority
inHong Kong.

BEA will update the published research as needed. In additionto certain reports published on a periodic basis, other reports
may be published atirregular 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 material ,andno liability is accepted forany loss arising, directly or i ndirectly,
fromany 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, and may become valueless. Past performance is not ind icative of future
performance. The investments mentioned in this material 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 material. 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.

This material is the property of BEAand is protected by relevantintellectual propertylaws. Without the prior written consent
of BEA, the information hereinis 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
aredeveloped later.

For moreinformation, 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 of BEA (email: lerd@hkbea.com/telephone number:
(852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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