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Market Monitor — Hong Kong

Economic Recovery Stays Intact Despite External Headwinds
- = ’

e Retail salesresumed to a steady recovery trend. External trade returnedto positive
growth. Business sentiment rebounded visiblyto expansion territory.

e The Government revised down Hong Kong’s GDP forecast for 2023 to 3.2%, citing
risks fromincreasing geopolitical tensions and tight financial conditions.

o Labour market stayed resilient with inflationary pressure remaining moderate.
Moderate pace of economic recovery stays intact

Hong Kong’s growth momentum turned more stable in Q4 2023. After a rapid surge

during the National Day Golden Week in early October, Hong Kong’s inbound tourism Hong Kong GDP Growth (Annual)
resumed a steady recoverytrend, with average daily visitor arrivals from mid-October to 10%

November maintainingat near 55% of the pre-pandemic levelsin 2018. Total visitor 8%

arrivals exceeded the Government’s full-year target of 30 million as of end-November. 6% 399
Meanwhile, total retail sales value grew by 5.6% year-on-year (YoY) in October, downfrom ;Z: \/\ ,I
13.0%in September. This reflected a higher base of comparison as well as a transition for 0% ,l
retail sales to enter a more stable growth path, following 10 consecutive months of 2% \/

-4%

double-digit YoY growth. Overall, consumption will remain a key growth driverahead. oo

Both external trade and business sentiment stabilised further. In October, Hong Kong's -8% 6o o oa e
merchandise trade beat expectations, with exports and imports rising by 1.4% YoY and 8 8&8g8g88¢g¢g 8 g
2.6%, respectively. It marked anend to a 17-month contractionfor exports. The rebound Data Source: Census & Statistics Department, HKSAR

was mainly driven by stronger trade performance with Chinese Mainland. Besides,
business sentiment registereda visibleimprovement. In November 2023, the S&P Global
Purchasing Managers’ Index (PMI) of Hong Kongincreased from 48.9 in October to 50.1
in November. Itindicated stabilising operating conditions for businesses.
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However, a challenging external environment is poised to continue amid rapid global
monetary tightening, which would also weigh on consumption and delay investment
plans. In this connection, the Government revised down the GDP growth forecast for
2023 from 4.0%-5.0% to 3.2%. That said, recent pickup in external trade and business
sentiment suggested thata more balancedrecoverywouldbeattained in2024.

Labour market remained solid

Hong Kong's labour market strength remained a pivot support for economicrecovery.
In August-October 2023, the unemployment rate ticked up slightly to 2.9%, staying at
near its full-employment level; the underemployment rate stayed unchanged at 1.0%;
and private vacancies remained elevated ata monthly average of 98,222, with theratio
of vacancies per unemployed person at 0.85. These favourable conditions helped boost
householdincome. In Q3 2023, median monthly household income increased by 6.4%
YoY. In addition, the Government’s efforts in attracting talents begin to bear fruit. As of
early December, more than 70,000 talents entered Hong Kong under various schemes.
Overall, a solidlabour market will laya solid foundation for private consumption.

Hong Kong's inflation accelerated as certain pandemic-related fiscal support ended. In
October, the composite consumer priceindex (CPl)increased by 2.7% YoY, up visibly from
2.0% in September. The jump in CPI inflation was primarily due to the end of
Government's relief measures, including rates concession and waiver of the extra public
housingrent payable. Theseled to a faster growth of housinginflation from 0.9% YoY in
September to 2.7% in October. Taking out the effects of all Government’s one-off relief
measures, the underlying inflation rate was at 1.7% YoY in October, down from 1.8% in
September, reflecting a backdrop of moderate inflationary pressure. Looking ahead, along
with an ongoing economic recovery, inflation is expectedto rise slightly further.

Year-end seasonal factors drove HKD interest rates higher. In November, 1-month HIBOR
fluctuated between 4.83% and 5.65%, while 3-month HIBOR once surged to 5.73% and
eventuallydeclinedto 5.61% by the end of the month. High borrowing costs have been a
major hindrance to the property market sentiment. In October, the official residential
priceindex dropped by 2.2% from September, putting the year-to-date change at-4.0%.
However, demand fromincomingtalents began to show up. Since thelaunchof a stamp
duty suspension arrangement, there were 183 applications as of end-November, which
accounted foraround 5% of overall market transactions.

Investors’ cautiousness weighed on equity market performance

In November, Hong Kong's equity market remained subdued. With global funds flowing
into US and European markets to catch their recentrally, itled to softening demandfor
Hong Kong stocks. By the end of November 2023, the Hang Seng Index had closed at
17,042.88, reflecting a 0.41% decrease from the end of October. Meanwhile, Shanghai A
shares declined by 2.1%, while the Dow Jones Industrial Average rose by 8.8%.
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Hong Kong Trade Performance
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Disclaimer

This material is prepared by The Bank of East Asia, Limited (“BEA”) for customers’ reference only. Thecontentis based on
informationavailable to the publicandreasonably believed to be reliable, but has not been independentlyverified. Any
projections and opinions contained herein are expressed solelyas general market commentary, and do not constitutean
offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed return in respect of such an
offer. Theinformation, forecasts, and opinions contained herein are as of the date hereof andare subject to change without
prior notification, and should not be regarded as anyinvestment product or market recommendations. This material has not
been reviewed by the Securities and Futures Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory
authorityinHong Kong.

BEA will update the published researchas needed. In addition to certain reports published on a periodic basis, other reports
may be published atirregularintervalsas appropriate without prior notice.

No representationor warranty, express or implied, is given by or onbehalfof BEA, as to theaccuracy or completeness of the
informationandstated returns contained inthis material, and no liabilityis accepted for any loss arising, directly or
indirectly, fromanyuse of such information (whether due to infringements or contracts or other aspects). Investment
involves risks. The price of investment products maygo up or down, and may become valueless. Past performanceis not
indicative of future performance. Theinvestments mentioned inthis material maynotbe suitable for allinvestors, andthe
specificinvestment objectives or experience, financial situation, or other needs of eachrecipient 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 anyinvestment.

This material isthe propertyof BEAand is protected by relevantintellectual property laws. Without the priorwritten
consent of BEA, theinformation hereinis notallowed to be copied, transferred, sold, di stributed, published, broadcast,
circulated, modified, or developed commercially, in either electronic or printed forms, northrough any media platforms that
existnow or are developed later.

For moreinformation, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. Foranyenquiries, 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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